EXCEPTIONAL LEADERSI ; |
UNMATCHED VISION \ ~ PRCCESSED

DYNAMIC GROWTH - APR2Y 2@@5{
s’ THOMSONC

FINANCIAL

The Mills Corporation Annual Report ZO(E)



S .
iR Asa Aeles AA e ta A
VAV a A aa s Ya)l ~A
\\f/\\’/ rw"uS}‘@ vl Hg‘b e S NIV
AZFAAA ABF Y2 18
Snelfero.cer ve ue y}
il i @ [ )
a2V - TaNaiiale -1 ot mul R ate)
aeveioging, eCcJinng
ﬁ\/ﬁ\ @lgi T h?\\‘r\/—jg
CILORS 2n2g.n
=g
T AA2 AT Fera.
g.00¢g g ree

FINANCIAL HIGHLIGHTS
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Income available to common shareholders

Income per common share before discontinued
operations and cumulative effect (diluted)

Income per common share (diluted)

Funds From Operations (FFO) available to
common stock and unit holders

FFO per common share and unit (diluted)
Dividends paid per common share

Debt to market capitalization rate

Mills' rental revenue

Mills' total reported tenant sales (in billions)

Mills' tenant reported in-line sales
per square foot

Mills" occupancy as of year-end
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2.71 1.91
3.50 1.91
257.1 223.2
3.96 3.63
2.35 2.24
45.5% 51.4%
420.5 218.9
8.7 6.6
368 337
93% 93%

+41.9
+83.2

+15.2
+9.1
+4.9
-5.9
+92.1
+31.8

+9.2

On February 16, 2005, The Mills Corporation announced that it would restate previously filed audited financial resuits to correct
accounting primarily relating to our treatment of equity in earnings from joint ventures, the capitalization of interest and certain other
costs, and the timing of gains on sales of partnership interests. We have restated our consolidated financial statements for the fiscal
years ended December 31, 2002 and 2003, and for the quarters ended March 31, 2004, June 30, 2004 and September 30, 2004,
All applicable financial information contained in this Annual Report gives effect to these restaternents. Consequently, you should not
rely upon the financial statements for the abovementioned fiscal periods that have been included in aur previous Annual Reports.

R Sy

The Mills uses various non-GAAP financial measures, including funds from operations (“FFO"), as useful supplemental measures of
its operating performance, FFQ is a widely used financial measure among equity REITs that we believe may provide a relevant basis
for comparison among REITs. It is not a measure of financial performance under GAAP and should not be considered a measure of
tiguidity, an alternative to net income or an indicator of any other performance measure determined in accordance with GAAP.
Investors and potential investors in our securities should not rely on this measure as a substitute for any GAAP measure, including
net income. For definitions and reconciliations of non-GAAP financial measures to GAAP financlal measures, see page 22.




2004 ACHIE MENTS ﬁ

3Grew funds from operatlons per common share from $3. 63 in 2003
to $3.96in 2004——a 9. 1% increase.

tIncreased the cash dividend rate per common share for the seventh
consecutive year, up'to $2.38. :

2Selected by General lVlotors_. Pension Trust to acquire a 50% managing
partner interest in‘nine of its regional mall properties. GMPT cited
The Mills” ability to maximize the value of retail assets through its
merchandising, development and management expertlse as a key
reason for acceptlng our brd ‘

:Chosen by the city of. Rome to develop the site of the former Mercati
Generali into an 830, OOO -square- -foot urban retail, entertainment and
cultural center. ' '

iBecame the first developerln- 14 years to successfully build and open
an enclosed retail center.in Canada. Vaughan Mills is the first of up
to four Mills-branded centers that The Mills and its Canadian partner,
lvanhoe Cambndge mayJorntly develop in Canada. |

¢ Sold interests in Ontano l\/lrlls and Del Amo Fashion Center to institutional
investor JP Morgan Flemrng Asset Management, demonstrating the

value of our properties and the sdundness of our redevelopment strategy.

1Opened Cincinnati Mills in’ Ohro transforming the dlstressed former

‘Forest Fair Mall intoa 1.5 mllllon -square- -foot-Landmark Mills retail
“destination with a 90% occupancy rate.

1Signed our ground lease wrth the New Jersey Sports and Exposition
Authority for Meadowlands Xanadu, our 4.8 million-square-foot sports
family entertainment and retail, hotel and office complex at the .
Meadowlands Sports Complex o

‘eAnnounced the purchase together wrth partner lvanhoe Cambrldge
of the 715,000- square foot St Enoch Centre rn Glasgow Scotland
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LAURENCE C. SIEGEL
Chairman & CEO




TO OUR SHAREHOLDERS:

THERE ARE CERTAIN COMPANIES THAT CLEARLY UNDERSTAND WHERE THEIR INDUSTRIES ARE
HEADED. BEING ABLE TO SEE THAT FUTURE, UNDERSTAND THOSE DYNAMICS AND THEN BE
FIRST TO IMPLEMENT THE NEEDED CHANGES POSITIONS A COMPANY FOR EXTRAORDINARY
GROWTH OPPORTUNITIES.

If you've kept an eye on The Mills’ progress over the past 10 years, you have seen the consistency with
which we anticipate trends—from the globalization of retail to the changing demands of consumers. You
also will have noticed how guickly we've moved to take advantage of them—aoften before our peers had

a chance to catch up. The result? By almost every measure that counts, we've made our way to the front
of the pack of retail REITs. And in terms of the quality of our portfolio, the excitement and scope of our
development pipeline and our capacity to accelerate our performance, we've become the player to watch.

Ten years ago, we managed four large retall centers. Today we're a global developer and manager of
41 shopping destinations comprising nearly 50 million square feet of space. We used to be perceived as
a niche player. Today we are partners with some of the industry’s most respected financial institutions—
JP Morgan Fleming, General Motors Pension Trust, KanAm and Caisse de Depot, to name a few. All told,
our joint-venture partners have invested more than $3 billion—an impressive endorsement of our institu-
tional strength, development track record and world-class growth potential.

What's more, our funds from operations per share—a key measure of operating performance—grew 38.0%
since 2002 and 9.1% in 2004 alone.

Not bad. But if you think the last 10 years of growth and achievement was impressive, just wait and see
what we have planned for the next 10. Because we're only just beginning to hit our stride.

A CONFLUENCE OF TALENT The Mills has become an extraordinary gathering place for
professional talent, real estate development expertise, state-of-the-art retail thinking and boundless creativity.
Toss in a smartly focused acquisition and growth strategy, one of the best development, leasing and
management teams in the business, an expanding track record of international success and the confidence
of sophisticated institutional investors and you've got something really special. | don't believe these qualities
have been put together quite like this in any other REIT.

The result of this rare confluence of superior traits is extraordinary. When it occurs in a baseball player, you
call him Willie Mays. When it happens in a development company, you call it The Milts.

ORIGINALITY APPLIED In November, the city of Rome selected The Mills and our ltalian
partners to develop that city’s prime Mercati Generali site—less than twa kilometers from the Coliseum-—
into an innovative urban retail, entertainment and cultural center.

Why did Rome choose The Mills over some impressive European competitors? We established enormous
credibility in Europe when, in 2003, we became the only U.S. developer to build and operate a major retail
center in Europe—Madrid Xanadu.

Madrid Xanadu demonstrated that we know how to create a great experience for Spanish consumers as
well as European visitors. We proved we could adapt and transplant our unigue brand of consumer destination
to markets outside the United States.

What sets The Mills apart is our proven ability to look at any real estate asset—existing property or undeveloped
site, domestic or overseas—and find creative solutions to maximize its value. Qur approach is varied, our
perspective is broad and our market is the world.

[FUNDS FROM OPERATIONS (FFO)
PER COMMON SHARE

$3.96

$3.63 —_—
[———————

$2.87

2002 {restated) 2003 (restated) 2004

Analysts generally consider funds from operations
an important supplemental measure of a REIT's
operating performance primarily because it
excludes GAAP historical cost depreciation of
real estate assets, which generally is not corre-
lated with changes in the value of those assets.

MARKET CAPITALIZATION
(in billions of dollars)

2002 (restated) 2003 (restated) 2004
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GROSS REPORTED TENANT SALES
(in biflions of dollars)

8.7
c————
6.6
| ———————
4.1
| s ——
2002 (restated) 2003 (restated) 2004

THE FUTURE AWAITS Our acumen and creativity are especially showcased in the most
competitive, challenging development environments. One example: Meadowlands Xanadu, the 4.8 million-
square-foot sports, entertainment and retail, office and hotel complex in northern New Jersey on which
we broke ground in March 2005. Located within eyesight of Manhattan, the project already is generating
tremendous enthusiasm from leading brands the world over. Before the first shovel hit the dirt, potential
tenants for half the leasable retail and entertainment space in this development had been identified.

The investment community also has been very enthusiastic. KanAm, our investment partner for the project, had
the most successful capital raise in its history and has completely funded its $250 million equity commitment.

Complementing and elevating a remarkable mix of retail will be an array of interactive experiences, including
a permanent consumer electronics trade show featuring the latest technology, nightclubs and concert
venues with world-renowned artists, the world’s largest cinema and a culinary arts school sponsored by
Viking. Additionally, the country’s first indoor ski slope will anchor an enormous sports village. Further,
global content providers £/fe magazine will sponsor an entire fashion center and Entertainment Weekly will
sponsor a pop entertainment district. Meadowlands Xanadu will be a consumer destination that transforms
the meaning of retail and entertainment.

SMART, FOCUSED GROWTH STRATEGY Our growth opportunities may be vast, but
we're targeting them in several key areas, including ground-up development in the United States, Canada
and overseas as well as in carefully considered acquisition and redevelopment opportunities.

During the 12 months beginning in November 2003, we opened three innovative consumer destinations—
St. Louis Mills, Cincinnati Mills and Vaughan Mills, just outside of Toronto, the first enclosed retail center
built in Canada in 14 years. Together these new centers added 3.7 million square feet of productive
leasable space to our lineup.

As a proaf point of the value of our Landmark Mills concept, institutional investor JP Morgan Fleming bought
a 50% interest in Ontario Mills at a capitalization rate commensurate with that of the most dominant,
productive malls in the best markets in the country.

We've embarked on a prudent course tc supplement our development pipeline with acquisitions of high-
quality regional malls whose value we can enhance through expansion, redevelopment and remerchandising.

One deal of particular note was our purchase in October of a 50% managing partner interest in nine regional
mall properties from General Motors Pension Trust. A terrific acquisition. But even more than that, this
transaction is a strong testament by a savvy institutional investor that The Mills, by locking at each asset
through the eyes of a developer, can maximize the value of these productive retail assets.

GMPT had considered splitting up these properties and selling several of them outright. But after seeing our
creative plans to unlock their full potential, and recognizing our proven ability to execute, GMPT decided to
retain 50% interests in all nine properties and share in what it believes will be a substantial return.

Another major acquisition for us, which was completed in early 2005 in partnership with lvanhoe Cambridge,
was St. Enoch Centre in Glasgow, Scotland, the largest retail market in the United Kingdom outside central
London. Located in the heart of Glasgow's thriving shopping district, this 715,000-square-foot property has
20 million visitars per year. In addition, it has significant opportunities for increased productivity through
expansion and remerchandising.

QOur redevelopment acumen alsg is reaping dividends. JP Morgan further extended its relationship with
The Mills by agreeing to purchase a 50% interest in our Del Amo Fashion Center for about $244.5 million,
implying a $40 million increase in total property valuation in the 18 months The Mills owned the asset.
In addition, the deal entitles us to a higher percentage of revenues when certain returns are achieved.




JP Morgan enthusiastically endorses our plan to revitalize the 2.1 million-square-foot center through an
innovative expansion, redevelopment and re-tenanting effort, and wants to share in the expected higher
yields the property will generate.

In all, we and our partners expect to invest $3 billion on projects under construction or in development.
We have taken a number of prudent steps to fuel this growth responsibly while maintaining a conservative
debt ratio. In 2004, we obtained a $1 billion credit line and $200 million term loan from a consortium

of leading commercial lenders, sold joint-venture interests in three properties at substantial premiums
and raised $316 million in a preferred-stock issuance.

We have opportunities in front of us that offer tremendous potential, but that also demand great effort and
exacting execution. That has been our trademark. We said we would expand internationally; we were the
first U.S. developer to build a major shopping center in Europe and we followed up with the acquisition of

St. Enoch Centre. We said we would enter Canada; our first project there, Vaughan Mills, is a great success.
We said we would build in the Meadowlands and we have broken ground. We have significantly expanded,
as we said we would, our portfalio of productive regional malls. The list goes on and on.

Turning these many opportunities inta actual gains requires having the best people in the business. We made
some key additions in 2004 to our already stellar management team. In February we appointed former
Goldman, Sachs managing director Mark Ettenger as our president. Mark’s strong management and opera-
tional skills, combined with keen knowliedge of finance and real estate, have provided us with remarkable
leadership. We also brought on Ron Weidner, whose extensive experience in building international real
estate operations is perfectly matched with our abjectives.

In addition, we strengthened our Board with the election of three new independent members—Sir Frank
Lampl, Ms. Colombe M. Nicholas and Mr. S. Joseph Bruno. Sir Frank, former chairman and CEO of Bovis
Group, lends his immeasurable international construction expertise. Colombe, former president and CEQ
of Anne Klein Group, brings her keen consumer insight and unmatched expertise in retail and fashion. Joe,
whose extensive experience in the financial community here and abroad, including senior-leve! positions

at Coopers & Lybrand, Jurgovan & Blair, Inc. and KPMG Peat Marwick, provides us with valuable perspective
as we expand our global platform. | am indebted to all the members of our Board for their strong guidance.

In March 2005, we restated our earnings for 2002, 2003 and the first three quarters of 2004. We met our
earnings guidance for 2004 and entered 2005 as a company financially strong and committed to achieving
our ambitious growth objectives.

This past year we celebrated our 10th anniversary as a public company. We've had an impressive run as
we've grown to become one of the dominant REITs in the retail sector. Quarter after quarter, year after year,
we've delivered impressive returns for our investors, due in large part to our top-notch leadership team,
the hard work and focus of our employees, our aggressive but disciplined growth strategy, and our special
ability to generate excitement—and maximize value—with creative, cutting-edge retall thinking.

it's been a great 10 years, but I'm happy to report, with all confidence and enthusiasm, that our best years
are still ahead.

Ml

Laurence C. Siegel
Chairman & Chief Executive Officer

REPORTED GROSS IN-LINE SALES
(in dollars)

368
337 = ————

326 R
===

2002 (restated) 2003 (restated) 2004

Note: Includes stabilized properties with at least
24 calendar months of operations.

AVERAGE IN-LINE RENTAL RATES
PER SQUARE FOOT
(in dollars)

32.68
29.65 30.56 —_—
e & .
2002 2003 2004
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MANAGING WITH DISCIPLINE
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THE MILLS CORPORATION




REINVENTING RETAIL DEVELOPMENT




gs. We know retail and under-
stan}d the DNA of the consumer

As we see it, no two shopping destinations should
ever be quite the same. Not only must today’s
shopping mall keep up with the times, it must
reflect the changing lifestyle of the consumer.

In eg¢h of our locations—whether in the
Meadowlands, Minneapolis or Madrid—that lifestyle
has g flavor that’s uniguely its own. No one tailors
the consumer experience—or generates more
consumer excitement—rfor each of its properties
quite ke The Mills.




06. Mills locations employ the
latest in “retail technology” to create
customized experiences that are

in tune with their markets and host
unique arrays of tenants

I
{

We view each project as an opportunity to redef
the consumer experience.
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07. We've established relationships
with more than 3,000 retailers

In North America, South America
and Europe

To create a unique experience for each location,
a developer needs to be able to choose from &
wide array of shopping, sports and entertainment
options. Over the years, The Mills has established
oroductive and profitable relationships with more
than 3,000 of the world's retailers. So, no matter
whers we're developing The Mills experience, we
can deliver one of the most extensive collections
of opportunities for consumers and retailers alike.

The result? For the consumer: the best possible
experience in today’s highly competitive retail

environment. For the retailer: @ more profitable
business. For Mills investors: increased returns.




0. Meadowlands Xanadu—nbig
ideas for an extraordinary market

In March 2005, we and our partners received the

fina! permit needed to begin construction of
Me aJ©W]amdS Xanedu at the Mezcowiands Sports
Cor

mplex, across the Hudscon River from Manhattan.

flverse— -nglk ‘o mariicn most aflue i—mar«e's,

: The first indoor ski resort in the United States

» The country’s largest multiplex movie theater

¢ Top-line restaurants from leading celebrity chefs

¢ Nightclubs featuring world-renowned artists

¢ A culinary arts school sponsored by Viking

© A pop entertainment district hosted by
Entertainment Weekly

« A fashion center hosted by Elle magazine




Mere than 2.4 million pecple live within a seven-mile
radius of our Meadowlands Xanadu site. Average
annual household income exceeds $104,000.
Same eight million sports and entertainment fans
visit the current sports complex each year.

~ * Syracuse

| witin 10 mines driving dismnse 1 milien psaple

L “
0o
> within 20 rrimvies diving dienes 3 milien prepic

o otin 50 mies diiving dstenee 11

it & e eiiving distemee 15 million peesie
s witeim 4 treurs diiving disenes 35 milfen pesple




09. We keep all our concepts inno-
vative, fresh and state-of-the-art

We continue to develop and refine the concept

of our Landmark Milis shopping and entertainment
destinations. Pittsburgh Mills wby schedu P d fto open
in 2009, boasts several exciting new refinements
to an aﬂr@ady=$m©@sgfu concept.

Located mD@n 10 miles norinesst of dowriown, Pitsburgh Mwl;‘i;«j

ol wl feature a
® and vaiue
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Meadowlands Xanadu in northern New Jersey, which
has received all necessary approvals and permits

for construction to commerice, will redefine the
consumer experience for the greater New York City
market. We strive to tailor a unique and exciting
consumer experience for each of the markets we serve.
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. Teronte. Yeughan Mills features 1.1 million squers fieet of and was 83%

-1, We're building on our track
. rec_or_d...and our credibility...
overseas

Establ’iéhing relationships

" - We seo remareble growih opporuRtiEs i Buress, Canaga parts of the world. In May
2003, we opened the first ground-up development of @ premier retell end entere nment
desiinalion 7 Turepe by any U.S.-besed developer--Madrid Xenadd. it's been & remarkabie
‘success. Bullding one of Europs’s lergsst, most {witth 220 retell, dining ane
Ielsure oplions) and most sucesssiul consumer destinations tends fo gl your neme noticed.

W conifrus to bulld on the enormous credibility and lezsing and development experence

- e gainsd In Megrid.

Opening new frontiers
In 14 years, no developer had succassfully bulk ang an enclosed reail center
Caneda. The! 's until 2004, when we and partaer lvanhos Cambridgs Vaiugnen Mills

2t cpening. Yaughan Mills Cenada's first Hudson's Bey Company’s Designer
Depet, Bass Pre Shops Outdaor Warid, NASCAR SpesdPark, Lucky Strike Lanes, Buringtor
Ceet Factery, Town Outiet, Tommy Behame and Outtiet. Veughen Mills
. lsefestures the lengest Temmy Hifiger Outlet n the world, HEM, Lo Senzg Girl,
Linens "» Things, Urben Bahavier, The Children's Winners and HomreSense.

- The success of Vaugher Mills paves the way for epportunities in Caneda. Ve and
.. developmeni paringr, lvanhos Cembridge, may & totel of up fo four Mills-branded
- .centiers In Caneca.




1. St. Enoch Centre

In early 2005 we, along with our partner lvanhoe
Cambridge, acquired the 715,000-square-foot

St. Enoch Centre in Glasgow, Scotland. St. Enoch
Centre is a well-established, high-performing
shopping center located at the intersection of
Glesgow's two prime downtown shopping streets
in the U.K.'s most productive retail market outside
central London. St. Enoch Centre is visited by an
estimated 20 million people per year.

The property is accessible by car, train, metro
and bus and is positioned to benefit from downtown
Glasgow's ongoing transformation to 2 major
cultural and tourist destination. The whole area
between the shopping center and—one block
away—the River Clyde is being redeveloped with
more than 3,500 quality apartments along the
waterfront. This will provide increased pedestrian
flow and is expected to establish St. Enoch Square
as the new focal point in the city.

We see tremendous opportunities to bring our
special brand of innovation and redeveloprent
expertise to St. Enoch Centre. Through expansion
and remerchandising we plan to create enhanced
value and even greater returns.
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MAXIMIZING VALU®

We look at ways to breathe new life into
our assets. That allows us to add even more
value to already-productive properties.

-

L iz

Del Amo Fashion Center, in Torrance,
California, is one of the largest shopping
centers in the United States. While this
property already is productive, we see

a range of redevelopment opportunities that
will transform Del Amo Fashion Center
into a premier center with exceptional value.

7
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SELECTED CONSOLIDATED FINANCIAL DATA

The selected financial data that follows should be read in conjunction with the consolidated financial statements and accompanying notes of TMC and the discus-
sion set forth in the section entitled “Management's Discussion and Analysis of Financial Condition and Results of Operations,” each included elsewhere in this

Annual Report.

Years Ended Decernber 31,
[Dollars in millions, except per share data)
Operating revenues

Income before minority interest in Mills LP
Minority interest in Mills LP

Income from continuing operations
Discontinued operations, net of minority interest in Mills LP
Cumulative effect of FIN 46 adoption,
net of minority interest in Mills LP/b/

Net income

Earnings per common share - diluted:
Continuing operations
Discontinued operations
Cumulative effect of FIN 46 adoption

Earnings per share — diluted
Dividends paid per common share and unit

Weighted average number of shares
outstanding (in thousands) - difuted

Funds From Qperations ("FFO"){cl.
Mills LP FFO

Mills LP FFO available to common equity holders

Portfolio Data at end of period:
Gross Leasable Area (“GLA") (square feet in thousands)

Number of operating properties

Balance Sheet Data:
Real estate assets before accumulated depreciation

Jotal assets

Mortgages, notes and other loans payable

[a] Reslated for the impact of the matters discussed below and in Note 17 to the consolidated financial statements of TMC.
[b] Cumulative effect on prior years of adopting FIN 46 on a prospective basis effective March 31, 2004. See below and Note 3 to the consolidated financial statements of TMC.

2004 2003 2002 2001 2000

(Restated)(@] (Restated)/@] {Restated)/8] (Restated)(a]
$ 684.8 $ 400.8 $ 2393 $ 1956 $ 1909
$ 2204 $ 146.1 $ 728 $ 229 $ 456
(30.5) (31.1) (22.3) (8.9) (18.4)
189.9 1150 50.5 14.0 27.2
- 0.1 0.3 0.2 -
42.1 - - - -
$ 2320 $ 115.1 $ 508 $ 142 $ 272
$ 271 $ 191 $ 133 $ 055 $ 117
~ - 0.01 0.01 -
0.79 - - - -
$ 3.50 $ 191 $ 134 $ 056 $ 117
2.35 $ 224 $ 218 $ 212 2.05
54,079 45,785 36,355 © 25,491 23,338
$ 3019 $ 251.7 $ 1546 $ 929 $ 969
$ 257.1 $ 2232 $ 1520 $ 929 $ 969
46,687 33,287 20,400 18,261 17,047
38 26 17 16 14
$6,192.0 $3,442.2 $2,219.5 $1,522.7 $1,3378
$6,103.2 $3,276.4 $2,111.0 $1,303.5 $1,112.4
$3,826.5 $2,119.3 $1,236.7 $ 967.3 $ 9089

[c] FFO is a widely used financial measure among equity REITSs that we believe may provide a relevant basis for comparison among REITs. It is not a measure of financial performance
under GAAP and should not be considered a measure of liquidity, an alternative to net income or an indicator of any other performance measure determined in

accordance with GAAP. Investors and potential investors in our securities should not rely on this measure as a substitute for any GAAP measure, including net income. See
"Management’s Discussion and Analysis of Financial Condition and Results of Operations — Funds from Operations” contained elsewhere herein.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion analyzes the financial condition and results of opera-
tions of The Mills Corporation, or TMC. TMC is the sole general partner of The Mills
Limited Partnership, or Mills LLP, and owned a 1.00% general partner interest and a
85.12% limited partner interest as of December 31, 2004. TMC conducts all of its
business and owns all of its properties through Mills LP and Mills LP's various
subsidiaries. As the general partner of Mills LP, TMC has the exclusive power to
manage the business of Mills LP, subject to certain limited exceptions.

This discussion should be read in conjunction with TMC’s consolidated finan-
cial statements and related notes included elsewhere in this report and the
Critical Accounting Policies outlined at the end of this section. Forward-looking
statements contained herein are based on current expectations and assumptions
that are subject to risks and uncertainties and are not guarantees of future per-
formance. Such forward-looking statements include, among others, statements
regarding development and construction costs, lease expirations and extension
of loan maturity dates. Actual results could differ materially because of factors
discussed in “Risk Factors” contained elsewhere in this report.

As more fully described in the notes to our consolidated financial statements,
we have restated our previously issued consolidated financial statements to
correct our accounting treatment of certain items, including the methodology
we used to determine our equity in joint venture earnings and the rates applied
in our capitalized interest calculations. All financial information contained
herein has been revised ta reflect the restatements.

OVERVIEW

We are a fully integrated, self-managed real estate investment trust (“REIT")
engaging in the ownership, development, redevelopment, leasing, acquisition,
expansion and management of a portfolio of retail and entertainment-oriented
centers. As of March 31, 2005, we owned or had an interest in 41 properties,
consisting of seventeen super-regional Mills Landmark Centers, twenty-two
regional 21st Century Retail and Entertainment Centers and two International
Retail and Entertainment Centers. Through an indirect whally owned subsidiary,
we provide development, management, leasing and financial services to entities
owned by certain of our joint ventures.

EXECUTIVE SUMMARY

We are engaged in the development, acquisition and operation of retail and
entertainment real estate. Our primary source of revenue is tenant ieases

and therefore we endeavor to provide an environment where consumers are
drawn to our properties providing tenants the ability to achieve success through
high sales volumes. Properly defining the market area and its demographics,
along with evaluating trends in where and how people shop, are key elements
both in identifying properties for acquisition and sites which can be success-
fully developed.

In 2002, we articulated a three prong strategy of expanding beyond our super-
regional Mills Landmark Centers to encompass regional 21st Century Retail
and Entertainment Centers and International Retail and Entertainment Centers.
Through December 31, 2004, this strategy has resulted in the acquisition of
all, or a portion, of the ownership interests in nineteen 21st Century Retail and
Entertzinment Centers, two Mills landmark centers and the opening of Madrid
Xanadu, our first international, ground-up development. At the same time,

our historical development pipeline produced two additional Mills Landmark
Centers. We anticipate continuing this strategy of expansion through property
acquisition and ground-up developments in the United States and elsewhere.

Operating results at our individual operating properties are impacted by the
supply and demand for retail space, the strength or weakness of consumer
demand and the financial health of retail tenants. Key measures used in evalu-
ating the performance of our individual operating properties include in-line
tenant sales volume, in-line tenant sales per square foot, average rents,
re-leasing spreads and occupancy rates.

Individual operating property performance is also monitored and evaluated
using certain non-GAAP financial measures, specifically funds from operations
(“FFO”) and net operating income (“NOI"). FFQ is a metric widely used in

our industry and is used by us both as means {o evaluate the performance of
our properties and as one of several criteria to determine performance based
bonuses. NOI affords us the opportunity to assess the results of an individual
property before considering its unique capital structure and historical asset base.
FFQO and NQOI are supplemental measures of operating performance and should
not be considered as measures of liquidity, alternatives to net income or any other
performance measure determined in accordance with GAAP. Further, FFO and
NOI measures presented by us may not be comparable to other similarly titled
measures of other companies. We urge the users of our financial statements,
including investors and potential investors in our securities, to carefully review
the reconciliations of these measures to comparable GAAP measures
contained below.

Interest rates are a critical factor in all facets of our business. Consistent with
the real estate industry, we finance our projects with significant amounts of debt
so fluctuations in interest rates could have a significant impact on our results

of operations. We attempt to mitigate our exposure to interest rate fluctuations
by using long-term fixed rate or hedged to maturity debt on our stabilized prop-
erties and by hedging a portion of our floating rate construction debt.

In acquiring a property we evaluate the property’s historical tenant sales levels,
average rents and re leasing spreads. Our ability to finance the investment
through debt and/or the sale of partnership interests is also a factor. Additional
considerations include expansion and/or redevelopment opportunities afforded
by the property and the potential to add value to the existing property by
enhancing the tenant mix and/or adding dining and entertainment options.



For foreign investments, we evaluate additional factors such as the ability to
work with local partners and financiers; the stability of the local economy; costs
associated with foreign taxes; currency hedging strategies; statutory require-
ments; and local customs.

OPERATING PORTFOLIO DATA

As noted above, we use a number of key measures to evaluate the performance
of our individual operating properties. We also use these measures in reviewing
* the performance of our combined portfolio of comparable properties. Com-
parable properties for this purpose are defined as stabilized wholly owned
and/or joint venture operating properties that we have owned and/or that have
been open for at least two years. Key measures for our comparable operating
portfolio in 2004 relative to 2003 were as follows:

0 In-line tenant sales increased in all categorias: gross sales per square foot
rose $31 to $368; same space sales rose 3.5% and same center tenant sales
per square foot rose $23 to $362.

0 Total average rent per square foot increased $1.86 to $22.65: average rent
per square foot for in line tenants rose $2.12 to $32.68 while average rent per
square foot for anchor tenants remained relatively constant increasing $0.02
to $11.64.

0 Re-leasing spreads, excluding properties in the initial lease up period, rose

3.7% for in-line spaces and 30.6% for same space anchors.

0 Comparable occupancy rose 1.5% 0 96.3%; an overall occupancy rate of
93.3% was maintained in both periods despite redevelopment efforts at
various centers.

0 Comparable NO! increased 3.1% to $349.8 million.

0 Qperating income increased 28.3% to $185.4 milfion.

The general improvement in our key operating metrics reflects a strengthening
U.S. economy in 2004 and the continuing achievements of our remerchandis-
ing efforts. Re-leasing spreads illustrate that when leases terminate we are able
to re-lease the space to retailers at higher rents but even more importantly to
tenants that may generate much higher sales volumes thereby attracting more
consumers to our properties and benefiting all of the retailers at the property.

NOI is a non-GAAP measure which we believe provides us the opportunity to
better assess the results of our operating properties before considering each
property’s unigue capital structure and historical asset base. For our purposes,
NOI is comprised of property revenue (minimum rent, percentage rent, recover-
ies from tenants and other property revenue) less recoverable expenses and
other operating expenses. Other operating expense includes bad debt expense
but excludes interest expense, management fees and depreciation and amorti-
zation. NOI measures presented by us may not be comparable fo other similarly
titled measures of other companies. Operating income, a component of net-
income, is considered by management to be the most comparable GAAP measure

relative to NOI. Reconciliations between operating income and NOI follow
(in millions):

Years Ended December 31, 2004 2003 2002
(Restated)  (Restated)
Consolidated:

Operating income $185.4 %1445 $ 832

Add (deduct):
General and administrative 46.5 26.1 174
Cost of fee income 299 16.9 153
Depreciation and amortization 199.5 88.7 479
Management and cther fee income (15.5) (34.8) (36.3)
Consolidated NOI $445.8 $241.4 $132.5

RESULTS OF OPERATIONS

The comparability of our operating results over the past three years has been
significantly impacted by changes in our consolidated property portfolio. As dis-
cussed under Liguidity and Capital Resources, during this three year period,
we have acquired all or a portion of 21 properties; we have sold or conveyed a
portion of six properties; and we have opened or re-opened four properties. In
addition, as described under Critical Accounting Policies, on March 31, 2004,
we adopted the provisions of FIN 46 which resuited in consolidating the resuits
of operations of 15 previously unconsolidated joint ventures effective April 1,
2004. Our partners’ equity in the results of these consolidated joint ventures
and the attribution to us, as primary beneficiary, of the elimination of interest
and fees against the results of the consolidated joint ventures are classified as
“Minority interest in consolidated joint ventures” in our income statement. In
evaluating our results of operations on a consolidated basis, it is important to
isolate the impact of properties apened, acquired and sold during either period.
In the following discussions we focus on our comparable operations which we
define as properties that we have owned, that are stabilized, and which were
open during the periods being compared.

2004 COMPARED TO 2003:

TMC's net income rose to $232.0 million from $115.1 million in 2003. The over-
all increase reflects gains on the sale or conveyance of joint venture interests
($99.3 million in 2004 versus $0.7 million in 2003); decreased interest expense
due to the capitalization of interest related to joint ventures consofidated upon
adoption of FIN 46; and $21.2 million of development fees and interest income
related to our Meadowlands Xanadu development project. These increases
were partially offset by foreign currency exchange gains of $15.2 million in 2004
compared to gains of $38.6 million in 2003. The change also reflects TMC'’s
increased ownership of Mills LP as compared to that as of December 31, 2003.
TMC's ownership in Mills LP increased to 86.12% as of December 31, 2004
from 78.88% at December 31, 2003 primarily due to redemption of Mills LP units.
Other factors contributing to the change are discussed below.
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PORTFOLIO RESULTS OF OPERATIONS

The following reconciles portfolio operating resuits to our consglidated amounts (in millions). Our discussion and analysis focuses principally on comparable operat-
ing results which does not distinguish between wholly and partially owned properties. Non-comparable includes the results of recently opened and/or acquired

properties.
Less
Unconsofidated
Comparable Non-comparable Total Joint Ventures Consolidated
2004
Minimum rent $306.7 $247 .2 $553.9 $142.7 $411.2
Other revenue 195.5 164.8 360.3 102.2 258.1
Property revenue 502.2 412.0 914.2 2449 669.3
Property operating costs 152.4 1491 3015 78.0 2235
Net operating income $349.8 $262.9 $612.7 $166.9 $445.8
Mills proportionate share $264.5 $183.7 $448.2 $ 834 $364.8
2003 (RESTATED):
Minimum rent $291.0 $146.2 $437.2 $223.9 $213.3
Other revenue 192.1 96.1 288.2 1355 152.7
Property revenue 483.1 242.3 7254 358.4 366.0
Property operating costs 143.8 83.1 2269 102.3 1246
Net operating income $339.3 $159.2 $498.5 $257.1 $241.4
Milis proportionate share $269.4 $121.5 $390.9 $149.5 $241.4
Included above as comparable are the results of joint venture operations that CORPORATE

were consolidated under FIN 46 beginning April 1, 2004, and that were owned
and whose properties were open and stabilized during the periods presented.
Operating data for both comparable and non-comparable joint ventures consoli-
dated under the provisions of FIN 46 for the nine months ended December 31,
2004 was as follows (in millions):

Property revenue $284.1

Property operating costs (98.5)
Depreciation and amortization expense (88.7)
Interest expense (75.1)
Other income, net 17.7

Net income $ 39.5

Comparable NOI rose $10.5 million or 3.1% in 2004 compared to 2003.
Mainstreet, our pushcart operation, contributed over half of the overall increase
in minimum rent while the remainder resulted principally from the increases
noted in re-leasing spreads and average rents discussed previously under
Operating Portfolio. The change in other revenue was primarily due to tenant
lease buy out income.

The following compares the components of our corporate operations (in millions):

2004 2003 % Change
(Restated)
Management and other fee income $ 155 $34.8 (55.5)%
Cost of fee income $ 299 $169 76.9%
General and administrative expenses $ 465 $26.1 78.2%
Depreciation and amortization $199.5 $88.7 124.9%

Management and other fee income in 2004 does not include fees from joint
ventures that have been cansolidated since March 31, 2004 under the provi-
sions of FIN 46.

Cost of fee income for 2003 includes the amounts that were previously netted
against management and other fee income. In 2004, the associated revenues
are classified both in management and other fee income and in the attribution
to Mills of the elimination of fees included in minority interest. Cost of fees rep-
resented approximately the same percentage of gross fee revenues in both years.



General and administrative expenses increased $20.4 million to $46.5 million
in 2004, which reflects the incremental costs and our ongoing efforts to recruit,
retain and reward the human resources necessary to manage a larger and
more complex portfolio as well as costs incurred in 2004 to implement the require-
ments of the Sarbanes-Oxley Act and the impact of changes in our capitaliza-
tion of costs.

Depreciation and amortization expense increased primarily due to non-
comparable operations, higher capital expenditures for space alterations for
tenants whose leases commenced during 2004 or late in 2003, and our new
software systems which came on line July 1, 2004,

OTHER
The following compares components of other income (expense) in 2004 to
2003 (in millions):

2004 2003 Change

(Restated)
Interest expense $(148.5) $(80.6) $(67.9)
Foreign currency exchange (losses) gains 15.2 38.6 (23.4)
Interest income 9.0 115 (2.5)
Other, net 9.2 (3.2 12.4
Gain on sales of joint venture interests 99.3 0.7 98.6

Interest expense increased 84.2% on a consolidated basis. Of this, $56.9 mil-
lion is attributable to the joint ventures consolidated upon the adoption of

FIN 46 offset in part by additional capitalized interest relating to these joint
ventures. The remaining increase was due principally to higher average bal-
ances on our line of credit.

Minority interest in consolidated joint ventures is the result of our consolidation
of joint ventures pursuant to the provisions of FIN 46, The results of these joint
venture operations are included in our consolidated results from April 1, 2004.
Equity in earnings of consolidated joint ventures represents our partners’ share
in the results of these operations. The elimination of intercompany interest and
fees against the results of these operations is attributed to us, as primary benefi-
ciary, and includes development fees of $39.6 million and interest income of
$8.3 mitlion.

Foreign currency exchange gains result principally from re-measuring our
non-U.S. investment and advance balances which are denominated in local
currencies into the U.S. dollar for reporting purposes. Foreign currency exchange
losses recorded during the first half of 2004 were recovered in the second half of
2004 as the U.S. dollar weakened relative to the euro and Canadian dollar.

Interest income declined by 21.7% since $8.1 million is reflected as attribution
to us of the elimination of interest and fees in 2004 whereas the comparable
amount of $3.4 million was reflected as interest income in 2003. Additionally,
there was a lower advance to Madrid Xanadu in 2004 resulting in lower interest
income. These decreases were partially offset by $3.5 million of income earned
by our consolidated joint ventures during the last nine months of 2004.

Other, netincreased $12.4 million primarily due to additional land sale income
of $13.1 million, of which $13.2 million relates to joint ventures consolidated
upon the adoption of FIN 46. This increase was partially offset by additional
abandoned project costs of $6.1 million.

Gain on sales of joint venture interests reflects gains on the sale or conveyance
of joint venture interests in six properties during 2004 compared to one in 2003
as moare fully described under Liquidity and Capita! Resources.

2003 COMPARED TO 2002:

RESULTS OF OPERATIONS

In evaluating our results of operations on a consolidated basis from year-to-year,
it is important to isolate the impact of properties opened, acquired or sold dur-
ing either period. Since for our consolidated portfolio, over 90% of the increase

in each property related line item is related to the growth in the portfolio, our
discussion will focus on the portion of the increase or decrease related to our
stabilized properties that we have owned and/or that have been open for at least
two years (“Comparable Operations”). The acquisitions and developments are
discussed in the Liquidity and Capital Resources portion of this discussion.

The line items shown in the following tables are the items we think are impor-
tant in understanding our operations and which had significant changes from

year-to-year.

Comparison of Years ended December 31, 2003 and 2002
The following table reflects key items from our audited statements of income

(in millions):
2003 2002 % Change
(Restated)  (Restated)

Revenues:
Property revenue $366.0 $203.0 80.3%
Management and other fee income 348 36.3 (4.1)%
Total operating revenues $400.8 $239.3
Operating expenses:
Property operating expenses $124.6 $ 705 76.7%
General and administrative expenses 26.1 17.4 50.0%
Cost of fee income 169 153 10.5%
Depreciation and amortization 88.7 47.9 85.2%

Total operating expenses $256.3 $151.1
Interest income $ 115 $ 74 55.4%
Interest expense, net $ 80.6 $ 557 44.7%
Foreign currency exchange gains, net $ 386 $ 116 232.8%

Income before minority interest in Mills LP increased $73.3 million or 100% in
2003 primarily due to properties acquired in late 2002 and during 2003, prop-
erties developed and placed in service in late 2002 and during 2003 and

foreign currency exchange gains.
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Property revenue — property revenue increased $163.0 million or 80.3% from
2002 to 2003. Of the increase 7.0%, or $11.4 million, was contributed by our
Comparable Operations and is attributable to a $9.2 million increase in mini-
mum rent. Nearly half of the increase in minimum rent was contributed by
Mainstreet, our push cart operation. Other increases in minimum rent were due
to increased occupancy, higher rents and a full year of rents for tenants that
moved into centers late in 2002.

Management and other fee income and Cost of fee income ~ management and
other fee income decreased $1.5 million or 4.1% from 2002 to 2003. Cost of
fee income increased $1.6 million or 10.5% from 2002 to 2003. While manage-
ment fee income rose from our larger portfolio of unconsolidated joint ventures,
developments fees decreased $4.4 million in 2003 when compared to 2002,
Development, leasing and financing fees are related to specific transactions
and tend to have higher variability between periods. Cost of fee income was a
lower percentage of the associated revenues since development fees were
higher in 2002 and development fees have the highest profit margin.

Property operating expenses — property operating expenses, which includes
recoverable from tenants and other operating, increased $54.3 million, or 77.0%,
from 2002 to 2003. Of the increase 5.3%, or $2.9 million, was related to our
Comparable Operations.

General and administrative expenses — general and administrative expenses
increased $8.7 million or 50.0% from 2002 to 2003. Of the increase, $6.2 mil-
lion is attributable to strengthening the corporate staff in terms of size, experience
and knowledge base to better manage the larger portfolio and the growing com-
plexities of property acquisitions, international operations and our multi-faceted
development opportunities.

Depreciation and amortization — depreciation and amortization increased
85.2%, or $40.8 million from 2002 to 2003, of which $34.1 million is attributable
to recently acquired and opened centers.

Interest income, net - interest income, net increased $4.1 million or 55.4%
from 2002 to 2003. The increase is primarily attributable to interest earned on
advances to Madrid Xanadu made late in 2002 that were outstanding in 2003.

Interest expense — interest expense increased $24.9 million or 44.7% from
2002 to 2003. New properties contributed $34.6 million of additional interest
expense while another $3.7 million was incurred on our line of credit, which
was utilized to fund advances to joint ventures and for development expendi-
tures. Partially offsetting these increases was an increase in capitalized interest.

Gain on forefgn currency transactions — gain on foreign currency transactions
increased $27.0 million or 232.8% from 2002 to 2003. The benefit results pri-
marily from higher investment balances remeasured based on the weakening
US dollar against the Euro. These gains result from re-measuring our investment
and advance balances which are denominated in local currencies into the

U.S. dollar for reporting purposes.

UNCONSOLIDATED JOINT VENTURES
The following table reftects key items from the combined condensed results of
operations of our unconsolidated joint ventures {in millions):

2003 2002 % Change
(Restated)  (Restated)
Operating revenues $359.4 $288.2 24.7%
Operating expenses $226.9 $187.1 21.3%
Interest expense $107.4 $ 825 30.2%
Other income (expense) $ 109 $ 253 (56.9)%
Our equity in earnings $ 346 $ 240 44.2%

Operating revenues — operating revenues increased $71.2 million or 24.7%
from 2002 to 2003. The increase is primarily attributable to recently acquired
and opened unconsolidated joint ventures.

Operating expenses ~ operating expenses increased $39.8 million or 21.3%
from 2002 to 2003. The increase is primarily attributable to recently acquired
and opened unconsolidated joint ventures.

interest expense — interest expense increased $24.9 million or 30.2% from
2002 to 2003. Almost half of the increase is attributable to the recently acquired
and opened unconsolidated joint ventures. The other half is attributable to

two construction loans that were refinanced in late 2002 with higher fixed rate
permanent mortgage loans.

Other income (expense) - ather income (expense) decreased $14.4 million or
56.9% from 2002 to 2003. Higher land sales in 2002 coupled with start up
costs at our Madrid Xanadd Snow Dome venture in 2003 account for $8.0 mil-
lion or 55.6% of the decrease.

Our equity in earnings — our equity in earnings increased $10.6 million or
44.2% from 2002 to 2003. The increase is primarily attributable to the changes
described above.

FUNDS FROM OPERATIONS (“FFO™)

FFOis a recognized metric by the real estate industry, in particular, RE(Ts.
Accounting for real estate assets using historical cost accounting under GAAP
assumes that the value of such assets diminishes predictably over time. The
National Association of Real Estate Investment Trusts (“NAREIT"} stated in its
April 2002 White Paper on Funds from Operations, “since real estate asset val-
ues have historically risen or fallen with market conditions, many industry
investors have considered presentations of operating results for real estate
campanies that use historical cost accounting to be insufficient by themselves.”
As a result, the concept of FFO was created by NAREIT. As defined by NAREIT,
FFO is “netincome (computed in accordance with GAAP), excluding gains or
losses from sales of property, plus depreciation and amortization, and after
adjustments for unconsolidated partnerships and joint ventures. Adjustments
for unconsolidated partnerships and joint ventures will be calculated to reflect
funds from operations on the same basis.”




For management analysis purposes, we adjust the NAREIT defined FFO to
exclude the effects of foreign currency exchange rate fluctuations reflected in net
income arising primarily through the re-measurement process of translating for-
eign investment and advance accounts for inclusion in our U.S. dollar financial
statements. Although we believe this adjustment presents FFO on a more com-
parable basis to FFO presented by other REITs, it is important to realize that our
FFO computation may be significantly different from that used by other REITs
and, accordingly, may, in fact, not be comparable.

TMC conducts all of its operations through Milis LP. In addition, if initiated by

a holder of units of Mills LP, the minority interest in Mills LP is exchangeable

in specified circumstances for either, in TMC's sole discretion, shares of its
common stock on a one-for-one basis or the cash equivalent. Accordingly, we
present FFO data for bath TMC and Mills LP. Management uses FFO to mea-
sure operating performance of our business and as one of several criteria to
determine performance based bonuses. We offer this measure to assist the
users of our financial statements in analyzing our performance; however, this is
not a measure of financial performance under GAAP and should not be consid-
erecl a measure of liquidity, an alternative to net income or an indicator of any
other performance measure determined in accordance with GAAP. investors
and potential investors in our securities should not rely on this measure as a
substitute for any GAAP measure, including net income.

The following reconciles income from continuing operations, which is considered
to be the most comparable GAAP measure, to FFO. We urge the users of our
financial statements, including investors and potential investors in our securities,
to carefully review the following reconciliation (in millions).

Years Ended December 31, 2004 2003 2002
(Restated)  (Restated)

TMC income from continuing operations $189.9 $115.0 $ 505
Add (deduct):

Depreciation and amortization 194.7 85.3 47.9

Equity in depreciation and amortization

from unconsolidated joint ventures 334 61.7 453

Partners’ share of depreciation and

amortization from consolidated

joint ventures (47.4) - -

Gain on sales of joint venture interests (84.0) 0.7) -

Foreign currency exchange gains (15.2) (38.6) (11.6)

Equity in foreign currency exchange

gains from unconsolidated

joint ventures - 2.1} -

Mills LP common unit holders’ share

of above adjustments (10.9) (22.1) (25.9)
TMC FFO 260.5 198.5 106.2

Add minority interest reflected as

equity in Mills LP 414 53.2 484
Mills LP FFO 3019 251.7 154.6
Less preferred unit distributions (44.8) (28.5) (2.6)
FFO available to Mills LP common

unit holders $257.1 $223.2 $152.0

LIQUIDITY AND CAPITAL RESOURCES
Our consolidated cash flow was as follows (in millions):

Years Ended December 31, 2004 2003 2002
(Restated)  (Restated)

Net cash flows provided (used) by:

Operating activities $2500 $ 1689 & 727

Investing activities (540.3) (1,103.5) (552.4)

Financing activities 427.4 871.2 5425
Net increase (decrease) in cash and

cash equivalents 137.1 (63.4) 69.8

Cash and cash eguivalents at

beginning of the year 15.8 79.2 84
Cash and cash equivalents at the end

of the year $1529 $ 158 % 792

Our cash flow data for the fiscal years ended 2004 and 2003 is not wholly
analogous due to our prospective adoption of FIN 46, which resulted in the con-
solidation of the cash flows from 15 previously unconsolidated joint ventures as
of March 31, 2004. Included in cash flows provided by investing activities for
2004 is $109.7 million attributable to the cash balances of these joint ventures
at March 31, 2004. Distributions from our joint ventures are not subject to any
significant restrictions but are governed by the underlying joint venture docu-
ments which specify how cash is distributed to each partner. Distributions

to us from these joint ventures subsequent to March 31, 2004, amounted to
$64.9 million.

At December 31, 2004, our balance of cash and cash equivalents was

$152.9 million. This amount includes $112.2 million of consolidated joint ven-
ture cash balances. Cash and cash equivalents exclude restricted cash of
$77.0 million which is used to pay operating and capital expenditures of operat-
ing properties that serve as collateral for secured loan facilities. In addition, at
December 31, 2004, our unconsolidated joint ventures had combined cash and
cash equivalents totaling $45.7 mitlion, excluding restricted cash balances of
$6.7 miltion.

Our primary sources of short-term liquidity are tenant leases that generate
positive net cash flow from operations and cash distributions from our uncon-
solidated joint ventures. Historically the net cash provided by operating activities
and distributions from joint ventures have been sufficient to fund annual debt
service payments, recurring capital expenditures and distributions to stock and
unit holders. We anticipate such funds will continue to be available to fund
these payments.

We also have a $1.0 billion unsecured line of credit, of which $731.5 million was
aveilable at December 31, 2004. Cash needed for acquisitions, development
activities and major capital improvements are often funded initially by our line of
credit facility. Initial funding of these capital investments has historically been
repaid with the proceeds of construction loans, debt refinancing, common
and/or preferred equity issuances and proceeds from the sale of partnership
interests. Since December 31, 2004, we have made additional draws on our
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line of credit aggregating $188.0 million. Our ability to draw on our line of credit
is subject to the maintenance of the financial ratios specified in the line of credit
agreement. While we believe we will be able to maintain a capital structure that
will enable us to have access to the line of credit, it is possible that certain of the
financial ratios could constrain our ability to access the entire committed amount.

The following ratios are used by us as indicators of our overall liquidity and, as
such, are computed based on our proportionate share of both consolidated and
unconsolidated operations and debt:

Years Ended December 31, 2004 . 2003 2002
{Restated) (Restated)
Coverage Ratios:
Interest coverage ratio 4.0 35 3.1
Fixed charge ratio 2.8 2.5 2.5
Leverage Ratio:
Debt to market capitalization ratio 45.5% 51.4% 49.7%

Debt Indicators:
Weighted average maturity (in years) 3.8 4.6 59

Weighted average interest rate 5.4% 5.6% 6.5%
Fixed rate debt percentage 56.2% 60.7% 82.5%
Fixed rate debt percentage, inciuding swaps

in place through December 31, 2005,

2004 and 2003, respectively 59.0% 79.8% 96.8%

FINANCING ACTIVITIES

We use various financing vehicles to fund capital investments including con-
struction loans, debt refinancing and common and/or preferred equity issuances.
Proceeds from the sale or conveyance of partnership interests are also available
to supplement this funding. Over the last three years, we and our joint ventures
have completed several such transactions.

In February 2005, the Pittsburgh Mills joint venture secured a construction loan
with a total commitment of $175.0 million. The interest only loan matures in
February 2008 and provides for two one-year extensions. The loan is fully guar-
anteed by us and has an interest rate of LIBOR plus 1.65%. The LIBOR margin
and our guaranty are reduced as certain performance measures are achieved.

The following sections provide greater detail of the debt and equity transactions
completed by us and our joint ventures during 2004.

Debt Transactions

Line of Credit. In December 2004, we refinanced our existing $500.0 million
unsecured line of credit and $200.0 million secured term loan with an unse-
cured $1.2 billion credit facitity (the “Facility”) which includes a revolving credit
commitment of $1.0 billion and a term loan of $200.0 million. Borrowings under
the Facility may be used to acquire or develop real property, make various per-
mitted investments, repay indebtedness and fund other working capital needs.
At our option, borrowings under the Facility bear interest at LIBOR or a base
rate plus an applicable margin based on our leverage ratic. The margin on
LIBOR rate loans varies between 0.95% and 1.45% and between 0.15% and

0.45% on base rate loans. We also pay a facility fee, based on our leverage ratio
and ranging from 20 to 25 basis points on the aggregate loans and unused com-
mitments. At December 31, 2004 the weighted average interest rate on the
aggregate outstanding borrowings was 5.4%. The Facility is scheduled to expire
in December 2007 and contains a one-year extension option.

The various covenants in the Faclility are generally consistent with the types of
covenants that were applicable under our previous revolving credit and term
loan agreements prior to amendment and restatement. These operational
restrictions include, among other things, customary restrictions on our ability to:

0 Incur indebtedness or grant liens;

U Pay dividends or make stock repurchases;

0 Make investments, acquire businesses or assets or enter into joint ventures;

0 Make expenditures on construction assets that are not leased;

0 Engage in business other than those that acquire, develop, lease, re-develop
or manage retail real property and business incidental thereto;

0 Enter into transactions with partners and affiliates; and

0 Merge, consolidate or dispose of assets.

We are also required to comply with various ongoing financial cavenants,
including with respect to:

0 Maximum leverage and secured leverage ratios;

0 Minimum combined equity value (determined according to the difference
between our capitalization value and our outstanding indebtedness); and

I Minimum interest coverage ratio.

If we do not comply with the various financial and other covenants and require-
ments in the Facility, the lenders may, subject to various customary cure rights,
require the immediate payment of all amounts outstanding under the Facility.

On February 16, 2005, we entered into a waiver agreement with respect to

our Facility. The waiver agreement waives any potential event of default or event
of default under the Facility that we expect would have been caused by our
restatement of financial results. As a result of the restatement, among other
things, we would no longer be able to make the representations under the
Facility concerning the conformity with GAAP of our previously delivered finan-
cial statements, or confirm our prior compliance with certain obligations
concerning the maintenance of our books and records in accordance with
GAAP. Because the restatement was not expected to result in our having
breached any of the financial covenants in the Facility, the waiver agreement
did not waive or modify any such financial covenants. Contemporaneously with
the filing of the Form 10-K, we satisfied all conditions contained in the waiver
agreement, and therefore the Facility continues to remain available and in full
force and effect.

Operational Subsidiary Debt. In December 2004, in connection with the sale of
a partnership interest, the Del Amo Fashion Center mortgage was refinanced.
The new $316.0 million mortgage is interest-only through maturity and provides
for an additional $134.0 million in redevelopment financing. The stated maturity
is January 2008 with two one-year extension options. We have guaranteed
$25.0 million of the principal balance.



In connection with the acquisition of the 50.0% interest in the properties from
GM Trusts in October 2004, we obtained the following financings:

U The $196.8 million Briarwood mortgage loan was amended and restated.
$192.4 million of the loan is interest only through maturity, while the remain-
ing $4.4 million amortizes on a 5 year amortization schedule though

July 2009. The loan bears interest at a blended interest rate of 4.48% and
matures November 2009,

The $148.2 million Falls mortgage loan was amended and restated. The inter-
est only loan bears interest at a blended interest rate of 4.34% and matures
November 2009.

The $293.8 million Stoneridge Mall mortgage loan was amended and restated.
The loan bears interest at LIBOR plus 0.95% and matures November 2009.
An interest rate swap fixes the interest rate at 4.63% on a notional amount of
$176.3 million through maturity.

We assumed the $46.2 million Hilltop mortgage loan. The interest only loan
bears interest at LIBOR plus 0.65% and matures October 2005.

We assumed the $99.0 million Lakeforest mortgage loan. The interest only
loan bears interest at LIBOR pius 0.65% and matures October 2005.

We assumed the $75.0 million Marley Station mortgage loan. The interest
only loan bears interest at LIBOR plus 0.65% and matures October 2005.

We assumed the $120.0 million Mafl at Tuttle Crossing mortgage loan. The foan
bears interest at 5.05% and is interest only through November 2006. Thereafter,
it amortizes on a 30 year schedule with a balloon payment due at maturity in
November 2013.

We financed the $182.0 million Meadowood Malt mortgage loan. The loan bears
interest at LIBOR plus 0.87% and matures in November 2009. An interest rate
swap fixes the interest rate at 4.08% on a national amount of $109.2 million
through November 2007 .
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In October 2004, the Colorado Mills joint venture refinanced its construction
loan with 2 $170.0 million mortgage. The mortgage bears interest at LIBOR plus
1.78% and is interest-only through maturity. The stated maturity date is
November 2007 but we intend to exercise our two one-year extension options.

In April 2004, the Discover Mills joint venture construction loan was amended
and componentized into a $119.4 million mortgage and a $42.6 million
mezzanine loan. The martgage bears interest at LIBOR plus 1.75% while the
mezzanine loan bears interest at LIBOR plus 3.00%. On a nctional amount of
$39.5 million of the mezzanine loan, interest rate swaps fix the interest rate at
4.69% through March 2005, 6.29% from April 2005 though March 2006 and
7.53% from April 2006 through maturity. Both have a stated maturity of April 2007
with one-year extension options and are fully guaranteed by us. Our guaranty
for the mortgage is reduced when certain performance measures are achieved.

in February 2004, canstruction financing for Vaughan Mills, an unconsali-
dated joint venture, was obtained from an affiliate of our partner in the project.
The loan has a total commitment of $157.8 million and a stated maturity of
March 2006 with a one-year extension option. We guarantee 50.0% of the loan
which has an interest rate of CDOR plus 2.25%. The CDOR margin and our
guaranty are reduced as certain performance measures are achieved.

In February 2004, we refinanced the Cincinnati Mills construction loan and the
commitment was increased to $122.0 million. The loan is 75% guaranteed by
us and matures in February 2007 although it provides for two one-year exten-
sions. The interest rate is LIBOR plus 2.00%. An interest rate swap fixes the
interest rate at 5.88% through October 2006 on a notional amount of $57.0 mil-
lion. Cur guaranty is reduced when certain performance measures are achieved.

In January 2004, in connection with the acquisition of Westland Mall, we
obtained a $58.8 million mortgage. The mortgage bears interest at 4.95% and
is interest-only through February 2007. Thereafter, it amortizes on a 30 year
schedule with a balloon payment due in February 2011.

In January 2004, we refinanced substantially all of the Concord Mills
Marketplace construction loan with a $16.4 million mortgage. The new mort-
gage bears interest at 5.76% and is amortizing on a 30 year schedule with

a balloon payment due in February 2014.

Equity Transaction

In August 2004, we sold 316,250 shares of Series F Convertible Cumulative
Redeemable Preferred Stock in an offering made under Rule 144A of the Securities
Act to qualified institutional buyers generating net proceeds of $306.2 million.

INVESTING ACTIVITIES

In January 2005, together with our partner in Vaughan Mills, we purchased

St. Enoch Centre in Glasgow, Scotland for $514.4 million, excluding transaction
costs, Each of us owns an undivided 50% interest in the property. The trans-
action was financed with a mortgage on the property, our share of which was
$179.3 million, and cash. In March 2005, we acquired Southdale Center near
Minneapolis, MN and Southridge Mall near Milwaukee, WI for $451.6 million.
The transaction was financed with a $186.6 million mortgage for Southdale
Center, a $124.0 million mortgage for Southridge Mall, and cash.

The following sections describe our investing activities during 2004.

Acquisitions

In October 2004, we purchased a 50% interest in nine regional mall properties
(the “GM Portfolio”). We paid $452.1 million in cash for the equity in the under-
lying entities. Gur proportionate share of pre-existing property debt assumed
was $170 million, and our proportionate share of property debt incurred in con-
nection with the transaction was $410 million. The GM Portfolio has a combined
GLA of 8.8 million square feet and includes Briarwood Mall, Columbus City
Center, The Falls, Hilitop Mall, Lakeforest Mall, Marley Station, Meadowood
Mall, Stoneridge Mall and The Mall at Tuttle Crossing.

In August 2004, we acquired our partner’s interest in Madrid Xanadd and the

Snow Dome venture located at the property for an initial price of $45.0 million.
The price is subject to adjustment utilizing a formula based on 2003 operating
results. The amount, if any, of the adjustment has not been determined.

In January 2004, we acquired Westland Mall near Miami, Florida for
$78.8 million.
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Dispositions .

In December 2004, we sold a 50% joint venture interest in Del Amo Fashion
Center for $221.8 mitlion, including $158.0 million of the venture's debt. We
recognized no material gain or loss on the sale. In December 2004, we also sold
a 50% joint venture interest in a parcel of land adjacent to the Del Amo Fashion
Center for $22.8 million and' recognized a $15.3 million gain.

In August 2004, we and KanAm sold a 50% joint venture interest in Ontario
Mills for $170.3 million. The joint venture interest sold consisted of KanAm's
entire interest and a portion of our interest. We recelved proceeds of $50.7 mil-
lion on our portion of the sale and recognized a gain of $39.6 million.

In March 2004, we conveyed a 51% joint venture interest in Cpry Mills for pro-
ceeds of $68.9 million and recognized a gain of $35.9 million. In conjunction
with this transaction, we terminated a swap agreement and recorded a

$5.3 million charge against the gain.

I June 2004, we recorded a:gain of $8.5 milfion from our August 2003 con-
veyance to KanAm of an additional 6.375% partnership interest in each of the
Arundel Mills, Concord Mills and Grapevine Mills centers for proceeds of
$28.1 million. Due to our continuing involvement in the joint ventures, we were
precluded from recognizing the transactions as sales until June 2004 when the
underlying joint venture agreements were amended to remove the terms com-
prising the cantinuing involvement.

Projects Opened

Vaughan Mills — Toronto, Canada: In November 2004, we opened the first
enclosed, regional shopping center to be built in Canada in over 14 years
opened. The $240.0 million project was developed jointly with lvanhoe
Cambridge, a shopping center developer based in Montréal, Canada and was
funded by the $157.8 million construction loan described previously with the
remainder of the funding provided equally by us and ivanhoe Cambridge. We
each own an undivided 50% interest in the project as tenants in common and

receive 50% of all revenues and are responsible for funding 50% of all expenses.

At any time after the fourth anniversary of the opening of the project, either
co-owner may exercise a buy-sell provision.

Cincinnati Mills — Cincinnati, OfH: In August 2004, we completed our $169.0 million
renovation of the mall which we acquired in September 2002. The $169.0 million
project was funded primarily by the $122.0 million construction loan described
above.

Projects Under Construction

We currently have two projects under construction, which we anticipate will
have an aggregate of 3.3 million square feet of GLA upon completion. We are
currently estimating the total development cost for these projects at $1.1 billion.

Pittsburgh Mills - Pittsburgh, PA: This project is scheduled to open during

the summer of 2005. The joint venture building the center includes KanAm,
AV Associates and us. We have a 37.5% capital contribution percentage and a
56.3% residual sharing interest in the joint venture. As of December 31, 2004,
the project was 72.8% pre-leased, including S anchor stores. The project is
expected to contain approximately 1.1 million square feet of GLA at full build-out
at an estimated aggregate project cost of approximately $218.3 million. The

project costs will be funded by construction loans and equity contributions from
us and our joint venture partners. Our total expected equity contribution to the
project is $26.0 million. At December 31, 2004, we had contributed $57.8 mil-
lion which, as a result of land sales and other project recoveries, was reduced to
$26.1 million in January 2005.

Meadowiands Xanadu ~ East Rutherford, NJ: In December 2003, we executed
a redevelopment agreement with the New Jersey Sports & Exposition Authority,
ar the NJSEA, pursuant to which we will redevelop the Cantinental Arena site.
The project is being developed by a joint venture that includes Mills, KanAm
and Mack-Cali Realty Corporation, or Mack-Cali. We executed a ground lease
for the site in October 2004, under which the joint venture is required to pay an
initial deposit totaling $160.0 miltion, of which $50.0 million was paid to escrow
in March 2005 after receiving the required approvals and permits to praceed with
the project.

Upon completion, Meadowlands Xanadu is planned to include a 2.2 million
square feet family entertainment and recreation complex with five themed
zones and an office and hotel component with four office buildings and a
520-room hote! with conference and exhibition facilities. As of December 31,
2004, we had invested $109.3 million, including capitalized interest, KanAm
had invested $210.2 million and Mack-Cali had invested $17.1 million.

In Qctaber 2004, an entity owned by Meadowlands Mills acquired a 587-acre
tract of land adjacent to the Continental Arena site, or the Empire Tract. In con-
nection with the redevelopment agreement with NJSEA, we conveyed the
Empire Tract to a non-profit conservation trust in exchange for a payment or
credit of $26.8 miltion granted by the NJSEA.

Projects Under Development

In addition to the projects under construction, we are actively pursuing

the development of other projects. These projects are at various stages of the
due diligence process during which we determine site/demographic viability,
negotiate tenant commitments and work through the third party approval
processes. Generally we will not begin construction until we have completed our
due diligence process and obtained pre-leasing commitments. While we currently
believe these projects will ultimately be completed, we cannot assure you that they
will actually be constructed or that they will have any particular level of operational
success or ultimate value.

We currently have a number of projects under development. The four most
advanced projects are discussed below. Our investment in these four projects
was $59.5 million as of December 31, 2004.

Mercati Generali — Rome, Italy. On November 19, 2004, the city of Rome
announced that we were the winning bidder to develop an urban retail, enter-
tainment and cultural center on the former site of Mercati Generali, a general
food market near the Roman Forum and Coliseum. On January 24, 2005, the
city of Rome issued the Provisional Award for the proposed development. We
anticipate receiving the Final Award no later than the end of the second quarter
of 2005. Once the city of Rome has issued the Final Award, we have 60 days to
execute a Concession Agreement with the city, under which we will have the
right to develop and operate the property for 60 years. Our development part-
ners for the project are Lamaro Appalti S.p.a. and Cogeim S.p.a. We have



executed a preliminary joint venture agreement and expect to execute a defini-
tive joint venture agreement before we execute the Concession Agreement with
the City of Rome. We anticipate breaking ground in 2005; the project is cur-
rently expected to provide approximately 830,000 square feet of leisure,
cultural and retaif options.

108 North State Street - Chicago, IL. In June 2002, we were selected by the
City of Chicago to negotiate the development of 108 N, State Street, a key city
block opposite the Marshall Fields department store in downtown Chicago, as
a 21st Century Retail and Entertainment Center mixed-use project including
retail, office, residential and hotel uses. We are proceeding with obtaining the
appropriate entitlements. We continue to discuss the proposed retail portion
with prospective tenants and continue to negotiate with an office developer to
develop the office portion of the project.

Woodbridge, VA. In 2004, we acquired property in northern Virginia located
near Potomac Mills. We are proceeding with obtaining entitlements at the state
and local level. We and our partner, Lerner Enterprises, plan on developing an
open air 21st Century Retail and Entertainment Center.

San Francisco Piers 27-31 - San Francisco, CA. In April 2001, the San
Francisco Port Commission awarded us the exclusive right to negotiate for a
long-term lease on Piers 27-31 on the San Francisco waterfront on which to
develop a 21st Century Retail and Entertainment Center full-price mixed-use
retail, office, entertainment and recreation project. These negatiations began in
2003 and are ongoing. Concurrent with these negotiations, we are proceeding
with obtaining entitlements at the state and local level.

Projects Under Redevelopment and Renovation
We are also engaged in various redevelopment and renovation projects at some
of our operating properties. The following is a brief description of those projects:

Sawgrass - Ft. Lauderdale, FL. In 2004, we completed our renovation to
upgrade the fourteen year old shopping center, which included replacing the
flooring and interior graphics, introduced brighter color schemes, added new
lighting fixtures and improved the seating areas in the food courts. We also
improved the exterior of the shopping center. We also begun construction of a
110,000 square foot open-air promenade called The Colonnade, which will offer
additional retail and dining options, and is expected to open in the fourth quar-
ter of 2005,

Del Amo — Los Angeles, CA. We continue to pursue our plan to redevelop our
De!l Amo Fashion Center that will include the addition of new department store
anchors and the introduction of additional tenants with higher price points than
the property’s current tenants. In 2004, we demolished the vacant wing, for-
merly anchored by Montgomery Ward, and have begun to construct an open air
retail and lifestyle wing, which we anticipate opening in the first half of 2006.
Additionally, it is anticipated that a parcel of peripheral land will be sold.

in addition to the projects discussed above, we are also conducting due dili-
gence on severa! other proposed sites for future projects, including sites in
Boston, Massachusetts; Tampa, Florida; and San Francisco, California. We are
also reviewing other potential retail and entertainment development oppor-
tunities internationally. For example, we are exploring follow-on opportunities

beyond Madrid Xanadu for sites in and around Seville, Valencia and Barcelona,
Spain. In addition, we are pursuing various opportunities in the United Kingdom
and ltaly.

Strategic Relationships

KanAm/KanAm Grund: We have a long-standing relationship with KanAm.
KanAm currently manages approximately $10 billion on behalf of private and
institutional investors through publicly offered real estate funds and private
placements. Since 1994, KanAm has invested approximately $1.0 billion of
equity in our various projects. As of December 31, 2004, KanAm also owned
1.23% of the common partnership units of Mills LP.

fvanhoe Cambridge: We have a master agreement with lvanhoe Cambridge,
pursuant to which we have agreed, if we both deem feasible, to jointly acquire,
develop, construct, own and operate Mills Landmark Centers in four provinces
of Canada as well as one or more Block projects throughout Canada. This
agreement extends through December 31, 2015.

GM Trusts: In August 2004, we purchased an approximate 50% managing
member LLC interest in nine regional mall properties from GM Trusts which

is the holding company for certain investment advisors and fiduciaries and,
through its affiliates, currently manages over $148 billion in total assets for affili-
ated and unaffiliated trusts.

Future Capital Requirements

We anticipate that future expenditures including operating expenses, interest
expenses and recurring principal payments on outstanding indebtedness,
recurring capital expenditures; dividends to stockholders in accordance with
REIT requirements and distributions o common unitholders, will be provided
by cash generated from operations and potential peripheral land sales. We
anticipate that future development and non-recurring capital expenditures will
be funded from cash from operations, proceeds from land sales, future borrow-
ings, joint venture equity contributions and proceeds from issuances of
preferred and/or common equity. Access to such future capital is dependent on
many factors outside of our control. We believe that we will have access to addi-
tional capital resources sufficient to expand and develop our business and to
complete the projects currently under development. if we cannot raise the nec-
essary capital, our immediate and long-term development plans could be curtailed.

Off Balance Sheet Arrangements
As of December 31, 2004, our material off-balance sheet commitments were
as follows:

0 We had provided letters of credit totaling $22.3 million, of which $10.0 million
relates to Meadowlands Xanadu, $5.0 million relates to Pittsburgh Mills and
$5.8 million relates to Vaughan Mills. As of December 31, 2004 no amounts
had been drawn an the letters.

0 We had guaranteed $113.5 million of our unconsolidated joint venture debt, which
will be reduced as certain performance criteria are met. We generally guaranty our
share of any construction loan and our joint venture partners’ share of the con-
struction loan until permanent financing is obtained.

0 We generally guarantee a 9% preferred return on KanAm's eguity balance in
our consolidated joint ventures until permanent financing is obtained.
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Contractual Obligations

The table below summarizes projected payments due under our contractual obligations, in millions, as of December 31, 2004:

Less Than One to Three to Over

Total One Year Three Years Five Years Five Years

Debt obligations $3,826.1 $ 182 $1,760.3 $1,043.0 $1,004.6
Capital lease obligation Q5 - - -
Operating lease obligations!1J 8270 165.1 9.8 17.4 634.7
Capital expenditure commitments/2/ 161.4 132.2 29.2 - -

[1] includes the Meadowlands Xanadu ground lease obligation.

{2] A substantial portion of our capital expenditures is expected to be financed by construction loans.

The table below summarizes our proportionate share of projected payments due under the contractual obligations of our unconsolidated joint ventures, in millions,

as of December 31, 2004:

Less Than One to Three to Over
Total One Year Three Years Five Years Five Years

Debt obligations:
Total $1,073.0 $117.8 $192.0 $638.9 $124.3
Amount guaranteed by us 156.8 39 74.0 789 -
Capital lease obligation 10.7 36 49 2.2 -
Capital expenditure commitments 59 - - -

CRITICAL ACCOUNTING POLICIES

Our significant accounting policies are described in detail in Note 2 of the Notes
to Consolidated Financial Statements contained elsewhere in this report. The
following briefly describes those accounting policies thai we believe are mast
critical to understanding our business and the preceding discussion and analysis:

Consolidation. We consolidate the accounts of TMC, Mills LP and all sub-
sidiaries that we control. We do not consider ourselves to be in control of an
entity when major business decisions require the approval of at least one other
parirer, All significant intercompany transactions and balances have been elim-
inated in consolidation. We also consolidate entities that are considered to be
Variable Interest Entities (VIE's) under the provisions of FIN 46 and for which
we have been determined to be the primary beneficiary. The determination of
whether an entity is a VIE requires an in-depth knowledge of the structure of the
economics and governance of the entity, and judgment is necessary in how this
knowledge is applied to the rules described by FIN 46. At March 31, 2004 the
results of applying this judgment to our situation was to consolidate 15 joint ven-
tures with total assets of $2,701.7 million and total liabilities of $1,932.7 million.
The effects of the elimination of interest and fees revenue and expense due

to intercompany transactions with consalidated joint ventures are attributable

to us as primary beneficiary.

Revenue Recognition. Minimum rent from income producing properties is
recognized on a straight-line basis over the terms of the respective leases and
includes amortization of deferred revenue resulting from acquired leases

and the amortization of lease inducements. Judgment is required to determine
when a tenant takes controf of the space, and accordingly when to commence
the recognition of rent. As a part of the restatement of our financial statements,
we revised our previous practice of recognizing rent beginning with the lease
commencement date to recognizing income from the date the tenant has con-
trol of the space. The impact of this on retained earnings was $6.4 million and it
had an immaterial impact on net income for the periods presented. Percentage
rent is recognized when tenants' sales have reached certain sales levels as spec-
ified in the underlying lease. Recoveries from tenants for real estate taxes and
other operating expenses are recognized as revenue in the period the applica-
ble costs are incurred.

REIT status. In order to maintain our status as a REIT, we are required to
distribute 90% of our taxable income in any given year and meet certain asset
and income tests in addition to other requirements. We monitor our business
and transactions that may potentially impact our REIT status. If we fail to meet
our REIT status we would be required to pay federal income taxes at regular
corporate rates for a period of four additional years before we could reapply for
REIT status.

Acquisition of Income Producing Real Estate. The cost of acquired income
producing property represents the allocation of purchase price to such assets
based on appraisals and other valuation methods used in accounting for the
acquisition and includes, if material, an allocation to identifiable intangible
assets such as above/below market leases and at market leases in place at



date of acquisition based on their fair values. External costs directly related to
acquisition opportunities we are actively pursuing are capitalized. If we are suc-
cessful in completing the acquisition, such costs are allocated to the acquired
property as part of the purchase price. If not, such costs are expensed in the
period it becomes likely the acquisition will not be completed.

Incorne producing properties are individually evaluated for impairment when
various conditions exist that may indicate that it is probable that the sum of
expected undiscounted future cash flows from a property is less than its his-
torical net cost basis. Upon determination that a permanent impairment has
occurred, we record an impairment charge equal to the excess of historical cost
basis over fair value. In addition, we write off costs related to predevelopment
projects when we determine it is no longer probable that we will develop the -
project. Determining the fair value of an asset, and accordingly the impairment
change, if any, to record, requires making judgmental estimates of the future cash
flows and operations of the item, together with the selection of an appropriate
discount rate.

Equity Method. Equity in the income or loss of joint ventures is recorded on the
equity method of accounting. We allocate income to equity participants based
on the terms of the respective partnership agreements upon an assumed liqui-
dation of the joint venture at its depreciated book value as of the end of the
reporting pericd. This requires an in-depth understanding of our joint ventures,
many of which are complex. It is necessary to understand the implications of
particular transactions during the year on the calculations.

Foreign Currency Translation. The functional currency for entities operating or
projects in development outside the United States is the currency of the country
in which the entity or project is located. The financial statements of such enti-
ties are translated from the functional currency into U.S. dollars for inclusion

in our financial statements. In addition, our foreign investment and related
advances are denominated in the foreign entity's functional currency and
re-measured to our functional currency of the U.S. dollar. We expect to settle
these amounts in the foreseeable future through distributions from the foreign
entity. Accordingly, gains or losses resulting from the re-measurement are
included in the determination of net income.

Capitalization of Development and Leasing Costs. We capitalize the costs of
development and leasing activities of our properties. These costs are incurred

. both at the property location and at the regional and corporate office level. The
amount of capitalization depends, in part, on the identification and justifiable
allocation of certain activities to specific projects and leases. Differences in
methodologies of cost identification and documentation, as well as differing
assumnptions as to the time incurred on projects, can yield significant differ-
ences in the amounts capitalized.

Capitalization of Interest. Interest is capitalized on real estate and develop-
ment assets, including investments in joint ventures, in accordance with the
provisions of Statement of Financial Accounting Standards, or SFAS, No. 34,
“Capitalization of Interest Cost,” and SFAS No. 58, “Capitalization of Interest
Cost in Financial Statements that include Investments Accounted for by the

Equity Method.” The capitalization period commences when development
begins and continues until the asset is ready for its intended use or is aban-
doned. The calculation includes interest costs that theoretically could have
been avoided, based first on project specific borrowings then on an assumed
repayment of our highest rate debt, had the underlying development and con-
struction activities not been undertaken. Judgment is necessary to determine
specifically when to commence and to cease capitalization, particularly in
situations involving our redevelopment projects.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
{n the normal course of business, we and our joint ventures are exposed to the
effect of interest rate changes. To limit this exposure, we follow established risk
management policies and procedures including the use of a variety of derivative
financial instruments to manage, or hedge, interest rate risk. We do not use
derivative instruments for speculative purposes. Derivative instruments used for
hedging must be effective in reducing the interest rate risk exposure. Changes
in the hedging instrument’s fair value related to the effective portion of the risk
being hedged are included in accumulated other comprehensive income (loss).
Hedge effectiveness criteria also require that it be probable that the underlying
transaction occurs. Hedges that meet these criteria are formally designated as
cash flow hedges at the inception of the derivative contract. When the terms of
an underlying transaction are modified, or when the underlying hedged item
ceases to exist, the change in the fair value of the derivative instrument is
marked to market with the change included in net income in each period until
the derivative instrument matures. Any derivative instrument used for risk man-
agement that becomes ineffective is marked to market through earnings.

Depending on the underlying exposure, interest rate swaps, caps and floors,
options, forwards or a combination thereof, may be used to manage interest rate
risk. Interest rate swaps and collars are contractual agreements with third parties
to exchange fixed and floating interest payments periodically without the
exchange of the underlying principal amounts (notional amounts). In the uniikely
event that a counterparty fails to meet the terms of an interest rate swap contract
or collar agreement, the exposure is limited to the interest rate differential on the
notional amount. We do not anticipate non-performance by any of our counter-
parties. Net interest differentials to be paid or received under a swap contract
and/or collar agreement are accrued as interest expense as incurred or earned.

Interest rate hedges, designated as cash flow hedges, hedge the future cash
outflows on debt. Interest rate swaps that convert variable payments to fixed
payments, interest rate caps, floors, collars and forwards are cash flow hedges.
The unrealized gains or losses in the fair value of these hedges are reported on
the balance sheet and included in accounts payable and other liabilities or in
investment in unconsolidated joint ventures with a corresponding adjustment to
either accumulated other comprehensive income or earnings depending on the
hedging relationship. If the hedging transaction is a cash flow hedge, then the
offsetting gains/losses are reported in accumulated other comprehensive
income to the extent of the effective portion of the risk being hedged. Some
derivative instruments are associated with the hedge of an anticipated trans-
action. Over time, the unrealized gains/losses held in accumulated other
comprehensive income {loss) will be reclassified to earnings consistent with
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when the hedged items are recognized in earnings. This type of reclassification
reduced net income by $5.6 million for the year ended December 31, 2004.

As of December 31, 2004, we and our joint ventures were party to interest rate
swap agreements that hedge the impact of the variability of LIBOR on cash out-
flows. Under the agreements, we, or the joint venture, receive LIBOR and pay a
fixed rate. The following summarizes the current and deferred start swap terms
of the derivative instruments and provides a reconciliation of their fair values
and adjustments to accumulated other comprehensive loss:

Wholly Owned Joint Ventures
Hedge type Cash Flow Cash Flow
Description Swap Swap

$6.5-$176.3 million
1.69%-5.35%

$57.0-$245.0 million
2.07%-3.88%

Range of notional amounts
Range of interest rates

Range of deferred effective

start dates - 4/1/05-4/3/06
Range of maturity dates 2/15/05-10/2/06 4/1/05-11/1/09
Accumulated other

comprehensive loss at

December 31, 2003 $(11.8) $(11.0)

Change in other

comprehensive loss 7.3 126

Accumulated other

comprehensive loss at

December 31, 2004 $ (4.5) $ 16

The following disclosures of estimated fair value of financial instruments were
determined by management, using available market information and appropri-
ate valuation methodologies based on pertinent information available to
management at December 31, 2004 and 2003. Considerable judgment is nec-
essary to interpret market data and develop estimated fair value. Accordingly,
the estimates presented are not necessarily indicative of the amounts we could
realize on dispasition of the financial instruments. The use of different market
assumptions and/or estimation methodologies could have a material effect on
the estimated fair value amaunts. Although management is not aware of any
factors that would significantly affect the reasonable fair value amounts, such
amounts have not been comprehensively revalued for purposes of these con-
solidated financial statements since December 31, 2004, and current estimates
of fair value may differ significantly from the amounts presented herein.

The following table, in miflions of dollars, presents principal cash flows and
related weighted average interest rates by expected maturity dates, including
the effect of interest rate swaps currently in effect, for our consalidated mort-
gages, notes and loans payable that may be sensitive to changes in interest
rates as of December 31, 2004.

Average Average

Fixed interest Variable Interest

Rate Rate Rate Rate

2005 $ 182 7.02% $0.4 6.92%

2006 4126 6.45% 296.0 4.15%

2007 465.7 5.26% 586.0 392%

2008 349.1 5.71% 3200 4.47%

2009 203.9 6.28% 170.0 4.18%

Thereafter 1,004.7 6.37% - %
Total $2,454.2 $1,372.4

Estimated Fair Value at

December 31, 2004 $2,495.8 $1,372.4

At December 31, 2003 we had fixed rate debt aggregating $1,071.1 million with
an estimated fair value of $1,161.1 million and variable rate debt totaling
$165.6 million which approximated its fair value.

FOREIGN CURRENCY RISK

We are exposed to foreign currency exchange risk related to our foreign joint
venture investments and advance balances that are denominated in foreign
currencies and thus require re-measurement into the U.S. dollar. The exposure
to foreign currency exchange risk related to translating the income and
expenses of our equity investments is minimal due to the fact that most trans-
actions occur in the functional currency of that entity. We currently have not
hedged the fareign joint venture investments and advance balances. Based

on our investments and advances at December 31, 2004, a 10% change in
foreign currency exchange rates would have resulted in an approximate impact
of $6.1 million to income before minarity interest,



MANAGEMENT'S REPORT

Management'’s Annual Report on Internal Control over Financial Reporting.
Management of TMC is responsible for establishing and maintaining adequate
internal control over financial reporting as defined in Rule 13a 15(f) under the
Exchange Act. TMC's internal control system is designed to provide reasonable
assurance to TMC’s management and Board of Directors regarding the prepa-
ration and fair presentation of published financial statements.

Management has assessed the effectiveness of TMC’s internal control over
financial reporting as of December 31, 2004. In making its assessment of inter-
nal control over financial reporting, management used the criteria set forth by
the Commitiee of Sponsoring Organizations ("COS0") of the Treadway
Commission in Internal Control - Integrated Framework.

In performing this assessment, management reviewed TMC'’s selection, appli-
cation and monitoring of accounting policies and as a result of this review,
management concluded that TMC's controls over the selection, application and
monitoring of accounting policies were insufficient. On February 15, 2005,
TMC, determined to restate certain of its previously issued financial statements
1o reflect the correction of errors arising from its historical use of certain
accounting policies, including calculation of equity in earnings, capitalization
of interest and other costs, sales of joint venture interests, promotion funds,
and the income statement presentation of fees and associated costs. Details

of the restatements are included in Note 17 of the Notes to Consolidated
Financial Statements.

Management evaluated the impact on TMC's assessment of its system of inter-
nal control and has concluded that the control deficiency that resulted in the
inappropriate selection, application and monitoring of accounting policies rep-
resented a material weakness. As a result of this material weakness in TMC's
internal control over financial reporting, management has concluded that, as

of December 31, 2004, TMC’s internal control over financial reporting was not
effective based on the criteria set forth by the COSO of the Treadway Commission
in Internal Control — Integrated Framework. A material weakness in internal
control over financial reporting is a control deficiency (within the meaning of
PCAOB Auditing Standard No. 2), or combination of control deficiencies, that
results in there being more than a remote likelihood that a material misstate-
ment of the annual or interim financial statements will not be prevented or
detected. PCAOB Auditing Standard No. 2 identifies a number of circumstances

(including the restatement of previously issued financial statements to reflect
the correction of a misstatement) that, because of their likely significant nega-
tive effect on internal control over financial reporting, are to be regarded as
strong indicators that a material weakness exists.

TMC's independent registered public accounting firm, Ernst & Young LLP, has
issued an attestation report on management’s assessment of TMC's internal
control over financial reporting. This report appears below,

Remediation Steps to Address Materia! Weakness. To remediate the material
weakness in TMC's internal control over financial reporting, TMC has implemented
additional review procedures over the selection, application and monitoring

of appropriate accounting policies. We have hired additional accounting staff
including an experienced Chief Accounting Officer. We have also identified
expert accounting consultants for input on financial reporting matters.

Change in Internal Control Over Financial Reporting. As previously reported,
we implemented a new general ledger system on July 1, 2004. During the
remainder of the year we continued to improve and change processes sur-
rounding that implementation. Also, as part of an ongoing focus on accounting
policies used by TMC, we conducted a review of the selection, application and
monitaring of our historical accounting policies, as described above. Other than
these items, there were no changes in TMC's internai control over financial
reporting that occurred during TMC's fiscal quarter ending December 31, 2004
that have materially affected, or are reasonably likely to materially affect, TMC's
internal control over financial reporting.

NEW YORK STOCK EXCHANGE REQUIRED DISCLOSURES

On July 7 2004, our Chief Executive Officer certified that he was not aware of
any violation by the Company of the New York Stock Exchanges Corporate
Governance listing standards, other than has been notified to the Exchange
pursuant to section 303A.12(b), of which there was none.

We have filed with the Securities and Exchange Commission, as exhibits to our
Annual Report on Form 10-K for the year ended December 31, 2004, our Chief
Executive Officer's and Chief Financial Officer’s certifications required by
Section 302 of the Sarbanes Oxley Act of 2002.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON

INTERNAL CONTROL'OVER FINANCIAL REPORTING

The Board of Directors and Sharehalders of The Milis Corporation

We have audited management's assessment, included in the accompanying
Management’s Annual Rep¢rt on Internal Control over Financial Reporting, that
The Mills Carporation did not maintain effective internal control over financial
reporting as of December 31, 2004, because of the effect of the Company's
insufficient controls over the appropriate selection, application and monitoring
of accounting policies, based on criteria established in /nternal Control -
Integrated Framework issued by the Committee of Spansoring Organizations

of the Treadway Commission (the COSO criteria). The Mills Corporation’s man-
agement is responsible for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over
financial reporting. Our responsibility is to express an opinion on management’s
assessment and an opinion on the effectiveness of the Company's internal con-
trof over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all
material respects. Our audit included obtaining an understanding of internal
control over financial reporting, evaluating management's assessment, testing
and evaluating the design and operating effectiveness of internal control, and
performing such other procedures as we considered necessary in the circum-
stances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting

and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) pro-
vide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors
of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unautharized acquisition, use, or disposition of the com-
pany's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal controf over financial reporting may
not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

A material weakness is a control deficiency, or combination of control deficien-
cies, that results in more than a remote likelihood that a material misstatement
of the annual or interim financial statements will not be prevented or detected.
The following material weakness has been identified and included in manage-
ment's assessment: In its assessment as of December 31, 2004, management
identified as a material weakness the Company’s insufficient controls over the
selection, application and monitoring of accounting palicies, including calcu-
lation of equity in earnings, capitalization of interest and other costs, sales of
joint venture interests, acquisition purchase price accounting, promotion funds,
straight-line rent, lease inducements, tenant allowances and the income state-
ment presentation of fees and associated costs. As a result of this material
weakness in internal contral, The Mills Carparation concluded the Company’s
previously issued financial statements should be restated. The restatement

is discussed in detail in Nate 17 of the Notes to the Consolidated Financial
Statements. This material weakness was considered in determining the nature,
timing, and extent of audit tests applied in our audit of the 2004 financial state-
ments, and this report does not affect our report dated March 31, 2005 on
those financial statements.

In our opinion, management's assessment that The Mills Corporation did not
maintain effective internal control over financial reporting as of December 31,
2004, is fairly stated, in all material respects, based on the COSQ controf criteria.
Also, in our opinion, because of the effect of the material weakness described
above on the achievement of the objectives of the control criteria, The Mills
Corporation has not maintained effective internal control over financial reporting
as of December 31, 2004, based on the COSQ control criteria.

We also have audited, in accordance with the standards of the Public Company
Accounting Oversight Board {United States), the 2004 consolidated financial
statements of The Mills Corporation and our report dated March 31, 2005,
expressed an unqualified opinion thereaon.

St + LLP

Mclean, Virginia
March 31, 2005




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of The Milis Corporation

We have audited the accompanying consolidated balance sheets of The Mills
Corporation as of December 31, 2004 and 2003, and the related consolidated
statements of income, total comprehensive income, stockholders’ equity and
cash flows for each of the three years in the period ended December 31, 2004.
These consolidated financial statements are the responsibility of the manage-
ment of The Mills Corporation. Our responsibility is to express an opinion on
these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reascnable assurance about
whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management,

as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the consolidated financial position of The Mills
Corporation as of December 31, 2004 and 2003, and the consolidated results
of its operations and its cash flows for each of the three years in the period
ended December 31, 2004, in conformity with U.S. generally accepted
accounting principles.

As discussed in Note 17 of the Notes to the Consolidated Financial Statements,
the accompanying consolidated balance sheet as of December 31, 2003 and
the related consolidated statements of income, total comprehensive income,
stockholders' equity, and cash flows for the years ended December 31, 2003
and 2002 have been restated.

In 2004, as discussed in Note 3 of the Notes to the Consolidated Financial
Statements, The Mills Corporation adopted the provisions of FIN No. 46(R),
“Consalidation of Variable Interest Entities.” In 2002, as discussed in Note 3
of the Notes to the Consolidated Financial Statements, The Mills Corporation
changed its method of accounting for stock-based compensation plans.

We also have audited, in accordance with the standards of the Public Company
Accounting Oversight Board (United States), the effectiveness of The Mills
Corporation's internal control over financial reporting as of December 31, 2004,
based on criteria established in Internal Control—Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission
and our report dated March 31, 2005 expressed an unqualified opinion on
management’s assessment and an adverse opinion on the effectiveness of
internal control over financial reporting.

Gamet + MLLP

McLean, Virginia
March 31, 2005
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CONSOLIDATED BALANCE SHEETS

December 31,

(Dollars in millions, except per share data)
ASSETS
Income producing property:
Land and land improvements
Building and improvements
Furniture, fixtures and equipment
Less accumulated depreciation and amortization

Net income producing property
Construction in progress
Investment in unconsolidated joint ventures

Net real estate and development assets
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Notes receivable, net
Deferred costs and other intangibles, net
Cther assets

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages, notes, and loans payable
Accounts payable and other liabilities

Minority interests:
Mills LP
Consolidated joint ventures

Series B Cumulative Redeemable Preferred Stock, par value $0.01,
4,300,000 shares authorized, issued and outstanding

Series C Cumulative Redeemable Preferred Stock, par value $0.01,
3,500,000 shares authorized, issued and outstanding

Series E Cumulative Redeemable Preferred Stock, par value $0.01,
8,545,000 shares authorized, issued and outstanding

Series F Convertible Cumulative Redeemable Preferred Stock, par value $0.01,
316,250 shares authorized, issued and outstanding

Common stock, par value $0.01, 100,000,000 shares authorized, 55,654,194 and
50,297,623 shares issued and outstanding in 2004 and 2003, respectively

Additional paid in capital
Accumulated deficit
Accumulated other comprehensive loss

Total stockholders’ equity
Total Liabilities and Stockholders’ Equity

See Accompanying Notes to Consolidated Financlal Statements.

2004 2003
(Restated)

$ 8193 $ 4202
3,780.2 1,857.0
131.1 60.7
(811.8) (400.7)
39188 1,937.2
7329 298.4
7285 805.9
5,380.2 3,041.5
1529 158
77.0 375
246.5 81.4
62.1 25.7
157.1 63.5
27.4 11.0
$6,103.2 $3,276.4
$3,826.6 $2,119.3
338.5 226.8
4,165.1 2,346.1
95.7 118.2
587.9 -
107.5 107.5
87.5 87.5
2136 2136
316.3 -
0.6 0.5
970.5 9155
(439.1) (497.7)
(2.4) (14.8)
1,254.5 812.1
$6,103.2 $3,276.4




CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31,

{Dollars in millions, except per share data)
Revenues:

Minimum rent

Percentage rent

Recoveries from tenants

Other property revenue

Management fee income

Other fee income

Total operating revenues

Expenses:
Recoverable from tenants
Other operating expenses
General and administrative
Cost of fee income
Depreciation and amortization

Total operating expenses

Operating income
Other income (expense):
Interest expense, net
Equity in earnings of unconsolidated joint ventures
Minority interest in consolidated joint ventures
Minority interest in earnings
Attribution to Mills of the elimination of interest and fees
Foreign currency exchange gains, net
Interest income
Other income (expense), net

Income before gain on sales of joint venture interests and minority interest in Mills LP

Gain on sales of joint venture interests

Income before minority interest in Mills LP
Minority interest in Mills LP income, including Series D preferred unit distributions

Income from continuing operations
Discontinued operations, net of minarity interest in Mills LP
Cumulative effect of FIN 46 adoption, net of minority interest in Mills LP

Net income
Preferred stock dividends

Income available to common stockholders

Earnings per common share - basic:
Continuing operations
Discontinued operations
Cumulative effect of FIN 46 adoption

Earning per common share — basic

Earnings per common share—diluted:
Continuing operations
Discontinued operations
Cumulative effect of FIN 46 adoption

Earning per common share - diluted

Weighted average shares outstanding (in thousands):
Basic

Diluted
Dividends paid per common share

See Accompanying Notes to Consolidated Financial Statements.

2004 2003 2002
(Restated) (Restated)

$411.2 $213.3 $119.0
g3 56 23
202.3 119.3 66.0
465 27.8 15.7
116 15.7 14.7
3.9 19.1 216
684.8 400.8 2393
193.5 1124 64.2
30.0 12.2 6.3
46.5 26.1 174
29.9 16.9 153
199.5 88.7 479
499.4 256.3 151.1
185.4 144.5 88.2
(148.5) (80.6) (55.7)
15.3 346 24.0
(12.4) - -
479 - -
5.2 38.6 116
9.0 115 7.4
9.2 (3.2) (2.7)
121.1 145.4 72.8
99.3 Q0.7 -
220.4 146.1 72.8
(30.5) (31.1) (22.3)
189.9 115.0 50.5
- 0.1 0.3

421 - _
232.0 115.1 50.8
(43.9) (27.8) (2.6)
$188.1 $ 873 $ 482
$ 275 $ 194 $ 135
_ - 0.01

0.80 - -

$ 3.55 $ 194 $ 136
$ 271 $ 191 $ 133
- - 0.01

0.79 - -

$ 350 $ 19 $ 134
53,055 44 864 35,491
54,079 45,785 36,355
$ 235 $ 2.24 $ 218
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CONSOLIDATED STATEMENTS OF TOTAL COMPREHENSIVE INCOME

Years Ended December 31,

(In millions)
Net income
Change in fair value of cash flow hedges

Total comprehensive income

See Accompanying Notes to Consolidated Financial Statements.

2004 2003 2002
(Restated) (Restated)

$232.0 31151 $50.8
12.4 (0.5) (9.2
$244.4 $114.6 $41.6




CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Accumulated
Additional Cther
Preferred Common Stock Paid-In Accumulated Comprehensive
(In millions) Stock Shares Amount Capital Deficit Loss Total
Balances, December 31, 2001
As previously reported $ - 28.5 $0.3 $526.2 $(424.6) $ (5.1 $ 968
Cumulative effect of restatement - - - - (17.1) - (17.1)
As restated - 285 0.3 526.2 (441.7) (5.1 79.7
Sale of capital stock 192.5 13.3 0.1 357.4 - - 550.0
Employee benefit plans - 0.8 - 19.8 - - 19.8
Mills LP units exchanged - 0.6 - 16.3 - - 16.3
Change in fair value of
cash flow hedges - - - - - (9.2) 9.2}
Dividends declared:
Common stock - - - - (86.1) - (86.1)
Preferred stock - - - - (2.6) - (2.6)
Adjustment to minority interest from .
increased ownership in Mills LP - - - (106.5) - - (106.5)
Net income - - - - 50.8 - 50.8
Balances, December 31, 2002 1925 432 04 813.2 (479.6) (14.3) 512.2
Sale of capital stock 216.1 - - (3.4) - - 212.7
Employee benefit plans - 1.2 - 233 - - 23.3
Series A preferred stock conversion - 31 0.1 74.9 .- - 75.0
Mills LP units exchanged - 2.8 - 22.6 - - 22.6
Change in fair value of
cash flow hedges - - - - - (0.5) (0.5)
Dividends declared:
Common stock - - - - (105.4) - (105.4)
Preferred stock - - - - (27.8) - (27.8)
Adjustment to minority interest from
increased ownership in Mills LP - - - (15.1) - - (15.1)
Net income - - - - 115.1 - 115.1
Balances, Decemnber 31, 2003 408.6 50.3 0.5 915.5 (497.7) (14.8) 812.1
Sale of capital stock 316.3 - - (10.1) - - 306.2
Employee benefit plans - 0.7 0.1 19.7 - - 198
Mills LP units exchanged - 47 - 38.0 - - 38.0
Change in fair value of
cash flow hedges - - - - - 12.4 12.4
Dividends declared: )
Common stock - - - - (129.5) - (129.5)
Preferred stock - - - - (43.9) - (43.9)
Adjustment to minority interest from
increased ownership in Mills LP - - - 7.4 - - 7.4
Net income - - - - 232.0 - 2320
Balances, December 31, 2004 $7249 55.7 $0.6 $970.5 $(439.1) $ (2.4) $1,254.5

See Accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

(In millions)
Cash Flows From Operating Activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Cumulative effect of accounting change
Mills LP minority interest
Depreciation and amortization
Amortization of financing costs
Amortization of restricted stock incentive program
Equity in earnings of uncaonsolidated joint ventures
Minority interest in consolidated joint ventures
Gain on sales of joint venture interests
Foreign currency exchange gains
Gain on land sales
Abandoned project costs

Changes in assets and liabilities:
Accounts receivable, net
Notes receivable
Other assets
Accounts payable and other liabilities

Net cash provided by operating activities

Cash Flows From Investing Activities:
Consolidation of joint ventures under FIN 46
Minority interest investment in consolidated joint ventures, net
Distributions from unconsolidated joint ventures
Proceeds from sales of joint venture interests
Acquisitions of operating properties
Purchase of partnership interests
Investments in real estate and development assets
Proceeds from land sales
Deferred costs and other intangibles, net

Net cash used in investing activities

Cash Flows From Financing Activities:
Proceeds from mortgages, notes and loans payable
Repayments of mortgages, notes and loans payable
Financing costs
Change in restricted cash
Proceeds from sale of common stock, net
Proceeds from sale of preferred stock and units, net
Proceeds from stock option exercises
Common and preferred dividends paid
Common and preferred distributions to Mills LP unit holders

Net cash provided by financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental Cash Flow Information:
Cash paid for interest, net of amounts capitalized

Non cash investing and financing information provided in Note 14

See Accompanying Notes to Consolidated Financial Statements.

2004 2003 2002
(Restated) (Restated)

$ 2320 $ 1151 $ 508
(51.4) - -
39.7 31.1 22.3
199.5 88.7 47.9
10.2 7.2 53
4.1 6.2 6.0
(15.3) (34.6) (24.0)
(35.5) - -
(99.3) 0.7) -
(15.2) (38.6) (11.6)
(20.1) (1.0) (2.1)
8.3 2.2 2.7
(70.0) (37.0) 0.1
(11.7) (5.1 (7.9)
9.4 (1.7 (1.2)
65.3 37.1 (15.6)
250.0 168.9 72.7
109.7 - _
169.8 - -
33.1 64.6 42.2
206.1 75.3 -
(78.8) (1,059.3) (330.7)
(497.4) - -
(539.6) (167.5) (266.6)
345 2.8 5.0
22.3 (19.4) (2.3)
(540.3) (1,103.5) (652.4)
1,081.1 1,086.2 480.9
(759.0) (269.7) (378.9)
(3.1) (14.4) (5.3)
(20.4) (89) 0.5
- - 364.4
306.2 222.7 1856
15.7 17.2 138
(169.0) (126.1) (75.2)
(24.1) (35.8) (36.3)
427.4 871.2 549.5
137.1 (63.4) 69.8
15.8 79.2 9.4
$ 1528 $ 158 $ 792
$ 202.3 $ 984 $ 48.2




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions except per share data)

1. ORGANIZATION

The Mills Carporation, or TMC, is a fully integrated, self-managed real estate
invesiment trust (“REIT") that provides development, redevelopment, leasing,
financing, management and marketing services to its properties. TMC con-
ducts all of its business and owns all of its properties through The Mills Limited
Partnership, or Mills LP, and its various subsidiaries. TMC is the sole general
partner of Mills LP and owned a 1.00% general partner interest and an 85.12%
limited partner interest as of December 31, 2004.

As of December 31, 2004, we owned or had an interest in 38 retail and enter-
tainment oriented centers comprised of 17 Mills Landmark Centers, 20 regional
21st Century Retail and Entertainment Centers and one International Retail

and Entertainment Center. Of these, five Mills Landmark Centers, seven

21st Century Retail and Entertainment Centers and the International Retail and
Entertainment Center were wholly owned by us. We also owned three commu-
nity shopping centers, a portfolio of 19 single tenant properties and other related
commercial development.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

We consolidate the accounts of TMC, Mills LP and all subsidiaries that we
control. We do not consider ourselves to be in control of an entity when major
business decisions require the approval of at least one other partner. All sig-
nificant intercompany transactions and balances have been eliminated in
consolidation.

We also consolidate entities that are considered to be variable interest entities
{VIE's) and for which we have been determined to be the primary beneficiary.
The determination of whether an entity is a VIE requires knowledge of the
structure of the economics and the governance of the entity, and judgment is
necessary in how this knowledge is applied to the underlying rules. The effects
of the elimination of interest and fee revenue and expense due to intercompany
transactions between entities that are less than 100% owned are attributable to
us as primary beneficiary.

Equity in the income or loss of joint ventures is recorded on the equity method
of accounting. We allocate income to equity participants based on the terms

of the respective partnership agreements upon an assumed liquidation of the
joint venture at its depreciated book value as of the end of the reporting period.
Partner distributions are defined by the individual joint venture agreements.
Generally, net ordinary cash flow is distributed to each partner first to pay pref-
erences on unreturned capital balances, including cumulative unpaid
preferences, and thereafter in accordance with specified residual sharing per-
centages. Cash flow from capital events, including refinancing and asset sales,
is generally allotted first to partners in an amount equal to their unreturned cap-
ital account and thereafter in accordance with residual sharing percentages.

Basis differences in our investments in joint ventures primarily result from the
acquisition of partnership interests which are not reflected at the joint venture
level; capitalized interest on the investment balance; and capitalized develop-
ment and leasing costs recovered by us through fees earned during project
development and construction. Basis differences in unconsolidated joint
ventures were $678.8 million at December 31, 2004 and are amortized over
25 years.

REAL ESTATE AND DEVELOPMENT ASSETS

Income producing property is stated at cost and includes all costs related to
acquisition, development, leasing and construction, including tenant improve-
ments, interest incurred during construction, costs of predevelopment and
certain direct and indirect costs of development. Cost incurred during the pre-
development stage are capitalized once management has determined that the
project and the acquisition of a site is feasible and it is probable that manage-
ment will be able to proceed. Land held for sale is carried at the lower of cost or
fair value less costs to sell. Expenditures for ordinary maintenance and repairs
are expensed 1o operations as they are incurred. Significant renovations and
improvements which improve or extend the useful life of the asset are capitalized.

Operating properties are evaluated on an individual basis for impairment when
conditions exist that may indicate that it is probable that the sum of expected
undiscounted future cash flows from a property is less than the historical net
cost basis. Upon determination that a permanent impairment has occurred,

an impairment charge equal to the excess of historical cost basis over fair value
is recorded. Costs related to predevelopment projects are expensed when it is
determined that it is no longer probable we will develop the project and could
be material.

The cost of acquired operating properties represents the allocation of purchase
price to the underlying assets and liabilities, including identifiable intangible
assets such as above/below market leases and at market leases, based on
appraisals and other valuation methods. Amortization expense related to such
intangibles for the years ended December 31, 2004 and 2003 was $8.6 million
and $4.7 million, respectively. The estimated aggregate amortization expense
for 2005, 2006, 2007, 2008 and 2009 is $4.7 million, $3.6 million, $2.8 million,
$2.2 million and $1.7 million, respectively. External costs directly related to
acquisition opportunities being actively pursued by us are capitalized. If we are
successful in completing the acquisition, such costs are allocated to the acquired
property as part of the purchase price. If not, such costs are expensed in the
period it becomes likely the acquisition will not be completed.

interest is capitalized on real estate and development assets, including invest-
ments in joint ventures, in accordance with the provisions of Statement of
Financial Accounting Standards (“SFAS") No. 34, “Capitalization of Interest Cost,”
and SFAS No. 58, “Capitalization of Interest Cost in Financial Statements that
include Investments Accounted for by the Equity Method.” The capitalization
period commences when development begins and continues until the asset is
ready for its intended use or is abandoned. The amount capitalized is based on
the stated interest rates, including amortization of deferred financing costs. The
calcuiation includes interest costs that theoretically could have been avoided,
based first on project-specific borrowings, then on an assumed repayment of our
highest rate debt, had the underlying development and construction activities not
been undertaken. For the years ended December 31, 2004, 2003 and 2002,
interest was capitalized at an average rate of 7.8%, 8.6% and 9.4%, respectively,
and amounted to $56.8 million, $48.0 million and $34.3 million, respectively.

Depreciation expense amounting to $158.4 million, $70.0 million and
$38.8 million for the years ended December 31, 2004, 2003 and 2002,
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respectively, was computed: using the straight-line method gver the estimated
useful lives of the assets, as follows:

Building and improvements 1040 years
Land improvements 20 years
Furniture, fixtures and equipment 5-10 years

Tenant improvements Lesser of life of asset or term of lease
CASH AND CASH EQUIVALENTS

Highly liquid investments with an original maturity of three months or less are
considered to be cash equivalents.

RESTRICTED CASH

Restricted cash is comprised primarily of funds on deposit in cash collateral
accounts controlled by the lenders. Proceeds from certain transactions are held
in such accounts to fund maintenance reserves, interest, taxes and debt pay-
ments for the property associated with the loan.

ACCOUNTS RECEIVABLE, NET

Accounts receivable include amounts billed to tenants, deferred rent result-

ing from the straight-line recognition of rental income and accrued recoveries.
Collectibility of these receivables is evaluated on a regular basis and the
allowance for doubtful accounts is adjusted accordingly. At December 31, 2004
and 2003 the allowance for doubtful accounts was $15.2 million and $4.3 mil-
lion, respectively.

DEFERRED COSTS AND OTHER INTANGIBLES, NET

Deferred costs and other intangibles include loan fees, leasing costs and the
value of in-place leases related to operating property acquisitions. Loan fees,
including related expenses, are amortized on a straight-line basis which approx-
imates the interest method over the terms of the related notes. Leasing costs
are amortized on a straight-line basis over the term of the related leases. The
values of leases in-place at the date an operating property was acquired are
amortized on a straight-line basis over the terms of the underlying leases. For
the years ended December 31, 2004, 2003 and 2002, amortization expense
was $54.5 million, $25.8 million and $14.4 million, respectively. Accumulated
amortization was $115.8 million and $61.3 million, at December 31, 2004 and
2003, respectively.

REVENUE RECOGNITION

As lessor, we retain substantially all the risks and benefits of property ownership
and accounts for our leases as operating leases. Minimum rent from income
producing properties is recognized on a straight-line basis over the terms of the
respective leases and includes amortization of deferred revenue resulting from
acquired leases and the amortization of lease inducements. The term of each
lease is based on the period during which a tenant has control of the space. Judg-
ment is required to determine when a tenant takes control of the space, and

accordingly when to commence the recognition of rent. As a part of the restate-
ment of our financial statements we revised our previous practice of recognizing
rent beginning with the lease commencement date to recognizing income from
the date the tenant has contro! of the space. The cumulative impact of this was
an adjustment to retained earnings of $6.4 million and an immaterial impact on
net income for the periods presented. Percentage rent is recognized when ten-
ants’ sales have reached certain sales levels as specified in the underlying
lease. Recoveries from tenants for real estate taxes and other operating expenses
are recognized as revenue in the period the applicable costs are incurred.

We provide management, leasing, development and financing services to most
of our joint venture properties, for which we earn various fees. Management
fees are a percentage of the monthly rental revenue received by the joint ven-
ture and recognized when such revenue is received by the property. Leasing
fees are recognized upon execution of the lease and represent an agreed-upon
rate per square foot of space leased. Development fees are recognized on the
percentage completion method based on the proportion of our costs incurred
to our expected total costs to be incurred. Financial service fees are a stated
percentage of the loan commitment obtained and recognized when the loan
agreement is executed by the lender. We expense leasing and financing over-
head costs to the extent of our partners’ interests in the underlying entities.
Other fee income reflects leasing, development and financing fees from uncon-
solidated joint ventures after the elimination of intercompany profit.

OTHER PROPERTY REVENUE

Cther property revenue includes rent from tenants with original leases of one
year or less, temporary in-line space, kiosks and ATM space. It also includes lease
termination fees and recoveries of previously deemed uncollectible receivables.

DERIVATIVES AND HEDGING

A variety of derivative financial instruments are used to manage, or hedge, our
exposure to the impact of changing interest rates. Derivative contracts are des-
ignated and qualify as cash flow hedges because, at inception, it is expected
that the instrument will be effective in reducing interest rate exposure and that
the underlying transaction will occur. Derivative instruments are not used for
speculative purposes.

Derivative instruments are stated at fair value. Fair value is determined using
various methods and assumptions based on market conditions and risks exist-
ing at each balance sheet date. In most cases, standard market conventions
and techniques, such as discounted cash flow analysis, option pricing models,
replacement cost and termination cost, are used to determine fair value. All
methods of assessing fair value result in a value which may never be realized.

The fair value of derivative instruments are included in accounts payable and
other liabilities and changes are charged to accumulated other comprehensive
loss. In the event the instrument is determined to be no longer effective, the
item being hedged no longer exists or the terms of the underlying transaction
are modified, the fair value adjustment is charged to earnings as interest
expense. Unrealized gains or losses charged to accumulated other compre-
hensive income are eventually recognized in earnings as the underlying hedged
item is recognized.



INCOME TAXES

We have elected for TMC to be taxed as a REIT under Sections 856-860 of the
Internal Revenue Code (the “Code™). As a REIT, we will generally not be subject
to federal and state income taxes on our net taxable income that we currently
distribute to stockholders. In order to maintain REIT status, we are required to
distribute at least 90% of our taxable income to our stockholders and are subject
to various other requirements including meeting certain asset and income tests.
Because we believe we will maintain our REIT status and distribute in excess of
our taxable income, U.S. federal income taxes may not apply. Differences
between net income available to common stockholders for financial reporting
purposes and taxable income before dividend deductions relate primarily to real
estate depreciation, recognition of gains and losses from asset transactions and
foreign currency exchange gains and losses. The tax treatment of dividends
paid per common share was as follows:

Years Ended December 31, 2004 2003 2002
(unaudited)

Ordinary income per common share $1.19 $1.08 $ 75

Capital gain per common share 0.60 15 12

Unrecaptured Section 1250 gains 0.02 - -

Return of capital per common share 0.54 1.01 1.31

Dividends paid per common share $2.35 $2.24 $2.18

The Code provides that a REIT may own stock in subsidiaries engaged in busi-
nesses which generate nonqualifying income, which are referred to herein as
taxable REIT subsidiaries. The stock value of these businesses are subject to
certain limitations and both the REIT and the taxable REIT subsidiaries are sub-
ject to strict rules governing ownership, operation and taxation. MillsServices
Corp., or MSC, and its subsidiaries have made elections to be treated as taxable
REIT subsidiaries.

MSC, a subchapter C corporation, is subject to federal and state income taxes
at the prevailing tax rates. As of December 31, 2004, MSC had an estimated
federal net operating loss carry forward of $42.5 miltion. Deferred tax assets
relating primarily to the loss carry forward have been offset in their entirety by
a valuation allowance since there is no assurance MSC will generate taxable
income in the future.

FOREIGN OPERATIONS

The functional currency for entities operating or projects in development out-
side the United States is the currency of the country in which the entity or
project is located. The financial statements of such entities are translated from
the functional currency into U.S. dollars for inclusion in our financial statements.
Gains or losses resulting from translation are accounted for as a component

of other compreheénsive income or loss. :

Our non-U.S. investment and related advances are denominated in the non-
U.S. entity’s functional currency and re-measured to our functional currency
of the U.S. dollar. We expect to settle these amounts in the foreseeable future
through distributions from the entities. Accordingly, gains or losses resulting
from the re-measurement are included in the determination of net income.
Foreign currency exchange losses and gains for the periods presented arose
primarily as a result of this re-measurement.

As of December 31, 2004 and 2003, our overall investment in non-U.S, cpera-
tions approximated $270.0 million and $210.9 million, respectively. Each of our
non-U.S. operations is subject to certain foreign corporate-leve! income taxes.

SEGMENT REPORTING

We consider each of our properties a separate operating segment that are
aggregated and reported as a single segment. Discrete financial information

is available and each property's aperating results are reviewed by the chief
operating decision maker in the determination of resource allocation and per-
formance. This single reportable segment represents over 90% of our assets,
revenues and income for each of the years presented. Future prospects for each
property are similar and all have essentially the same economic characteristics
with similar returns, occupancy and tenants and are sited near a metropolitan
area with similar demographics and site characteristics.

EARNINGS PER COMMON SHARE

Basic earnings per common share is calculated by dividing income available
to comman stockholders by the weighted average number of common shares
outstanding during the period. Diluted earnings per common share reflects the
dilutive impact of the assumed conversion of stock issued pursuant to our
restricted stock and stock option incentive plans using the treasury stock method
and the if-converted method for our convertible preferred stock.

TAX INCREMENT FINANCING

Tax increment financing is a common form of project infrastructure financing
expected to be repaid through future tax assessments. In determining if such
financing should be recorded, factors including whether the assessment is
fixed or variable and the probability we will become obligated for such financing
is considered.

USE OF ESTIMATES

The preparation of consolidated financial statements in conformity with U.S.
generally accepted accounting principles (“GAAP") requires management to
make estimates and assumptions that affect the amounts reported in the con-
solidated financial statements and accompanying notes. Actual results could
differ from those estimates.

RECLASSIFICATIONS
Certain amounts in the 2003 and 2002 consolidated financial statements have
been reclassified to conform to the current year presentation.

3. NEW AND PENDING ACCOUNTING PRONOUNCEMENTS

STANDARDS IMPLEMENTED AND TRANSITION ADJUSTMENT

FIN 45 - Effective October 1, 2003, we adopted the disclosure provisions of
Financial Accounting Standards Board Interpretation (“FIN") No. 45, “Guarantor’s
Accounting and Disclosure Requirements for Guarantees, including Direct
Guarantees of Indebtedness of Others.” Initial recognition and measurement
provisions of FIN 45 were adopted on & prospective basis for guarantees issued
after December 31, 2002. Under FIN 45, the fair value of a guarantee is recorded
as & liability at its inception, with the offsetting entry recorded based on the
circumstances in which the guarantee was issued. The adoption of this pro-
nouncement did not have a material impact on our financial condition or results
of operations.
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FIN 46 — Effective March 21, 2004, we adopted the provisions of FIN 46(R),
“Consolidation of Variable Interest Entities,” which requires a primary benefici-
ary to consolidate variable interest entities (“VIE"). Under this new model for
consolidation, an entity is deemed to be a VIE when: (a) the equity investors

(if any) do not have a controlling financial interest or lack adequate decision
making ability; or (b) the equity investment at risk is insufficient to finance that
entity's activities without receiving additional financial support from other parties.

A number of our joint venture entities are with affiliates of KanAm. Three of

our thirteen Board members are also affiliated with KanAm, which, combined
with our residual sharing percentages in the economics of the ventures (see
Note 5, “Jaint Ventures”) result in those ventures being viewed as VIE's.

In all cases, we were determined to be the primary beneficiary. Subsequent
changes in the entity’s partnership, financing and/or other certain events trigger
a re-determination of the venture's status as a VIE. As a result of such
re-determination, two of the operating properties no longer meet the VIE criteria.
Historically, the VIE joint ventures have been accounted for on the equity
method because the underlying partnership agreements require major busi-
ness decisians be appraved by at least one other partner.

Pursuant to the transition provisions of FIN 46, we consolidated the assets

and liabilities of the VIEs on March 31, 2004, and the operating results begin-
ning April 1, 2004. VIE operating results were accounted for under the equity
method through March 31, 2004. The impact of the adoption at March 31,
2004, was to consolidate joint ventures with total assets of $2,701.7 million and
total liabilities of $1,932.7 million and to record a cumulative effect adjustment
to increase earnings by $42.1 million, net of minority interest of $9.3 million,
reflecting additional capitalized interest as if the entities had been consolidated
during their respective construction periods. Our partners’ equity interests

in the ViEs are classified as minority interest in consolidated joint ventures in
our consalidated financial statements. The following presents the impact on our
earnings had we adopted FIN 46 retroactively.

Years Ended Decernber 31, 2004 2003 2002
(Restated)  (Restated)
Income from continuing operations $189.9 $115.0 $50.5
Pro forma income from
continuing operations $190.9 $118.5 $55.4
Earnings per share from
continuing operations:
Basic:
As reported $ 275 $ 1.94 $1.35
Pro forma $ 2.77 $ 2.07 $1.55
Diluted:
As reported $ 271 $ 1981 $1.33
Pro forma $ 273 $ 201 $1.46

PENDING ADOPTION OF AN ACCOUNTING PRONOUNCEMENT

SFAS 123R - In December 2004, the Financial Accounting Standards Board
(“FASB”) issued SFAS No. 123R, “Share-Based Payments.” SFAS 123R is simi-
lar in its approach to share-based payments as the approach described in
SFAS 123 except that SFAS 123R requires all share-based payments to employ-
ees, including stock options, be recognized in the income statement based

on their fair values. SFAS 123R must be adopted no later than the first quarter
beginning after June 15, 2005. We do not expect SFAS 123R to have a significant
impact our results of operations and expect to adopt its provisions effective
July 1, 2005. Had we adopted SFAS 123R in prior period periads its impact
would have approximated that of SFAS 123 as more fully described in Note 13.

4, ACQUISITIONS
The following summarizes acquisitions completed during 2004, 2003 and
2002. The purchase price below does not include transaction costs.

Acquisition Date Purchase Price

100% Interest Acquired:

Westland Mall January 2004 $78.8
Great Mall of the Bay Area August 2003 265.5
Del Amao Fashion Center June 2003 442.0
Cadillac Fairview Portfolio{1J January 2003 539.9
The Shops at Riverside Square December 2002 86.5
Cincinnati Mills (formerty
known as Forest Fair) September 2002 68.8
Partial Interests Acquired:
GM Portfoliol2] October 2004 452.1
Madrid Xanadul3/ August 2004 450
Cadillac Fairview Portfolio/4/ May 2003 62.5
Opry Millsf5] June 2002 30.9

[1] Broward Mall, Dover Mall, The Esplanade, Galleria at White Plains, Northpark Mall
and approximately 110 acres of developable land adjacent to the properties.

{2] In October 2004, we purchased a 50% interest in nine regional mall properties (the
“GM Portfolio”). We paid $452.1 million in cash for the equity in the underlying entities.
Our proportionate share of pre-existing property debt assumed was $170 million, and our
proportionate share of property debt incurred in connection with the transaction was
$410 million. The GM Partfolio has a combined GLA of 8.9 million square feet and
includes Briarwood Mall, Columbus City Center, The Falls, Hilltop Mall, Lakeforest Mal,
Marley Station, Meadowood Mall, Stoneridge Mall and The Mall at Tuttle Crossing.

[3] Acquisition of joint venture interests not owned by us for $45.0 million subject to a
potential adjustment over the next two years based on a formula,

(4] 50% interest in Gwinnett Place and Town Center at Cobb.

[5] Acquisition of the joint venture interest not owned by us.

Acquired properties are included in our results of operations from their respec-
tive date of acquisition. The following unaudited pro forma results of operations
reflect these transactions as if each had occurred on January 1 of the year
presented. In our opinion, all significant adjustments necessary to reflect the



effects of the acquisitions, the equity offerings and use of the line of credit have
been made.

Unaudited Pro Forma

Years Ended Decernber 31, 2004 2003

(Restated)
Operating revenues $688.1 $419.6
Net income $227.9 $128.8
Income per common share — basic $ 3.57 $ 212
Income per common share - diluted $ 351 $ 209

The following summarizes the purchase price allocation for the 2004 and
2003 acquisitions:

2004 2003
Income producing property $ 766 $1,2066
Investment in unconsolidated joint ventures 452.1 62.5
Deferred costs and other intangibles, net 2.7 714
Mortgages, notes and loans payable assumed - (65.9)
Accounts payable and other liabilities (0.5) (20.4)

Net assets acquired $5308 $1,254.2

5. JOINT VENTURES

Joint ventures are commonly used in the real estate industry to fund develop-
ment and/or expansion and to diversify risk in a particular property or area. We
held joint venture interests in 27 properties as of December 31, 2004 and 17 as
of December 31, 2003, as well as interests in various predevelopment projects.
Joint venture interests are accounted for under the equity method while the
venture is unconsolidated. Consolidation occurs when we gain unilateral control
of the entity through the acquisition of additional partnership interests or when
the entity becomes & variable interest entity for which we are determined to be
the primary beneficiary. The following summarizes our residual sharing and

capital contribution percentages in our consolidated and unconsolidated real

estate joint ventures at December 31, 2004:

Residual Capital
Sharing  Contribution
Percentage Percentage
Consolidated Joint Ventures:
Operating properties:
Arundel Mitls 59.3% 39.5%
The Block at Orange 50.0% -
Colorado Mills 56.3% 37.5%
Concord Mills 59.3% 39.5%
Discover Mills 50.0% -
Grapevine Mills 59.3% 39.5%
Great Mall of the Bay Area 75.0% 49.0%
Katy Mills 62.5% 25.0%
Opry Mills 75.0% 49.0%
St. Louis Mills 75.0% 50.0%
Arundel Mills Marketplace 59.3% 39.5%
Properties under development:
Meadowlands Xanadull] 53.3% 26.67%
Pittsburgh Mills 56.3% 37.5%
Unconsolidated Operating Property Joint Ventures:
Arizona Mills 50.0% 50.0%
Ontario Mills 50.1% 50.1%
Briarwood Mall{2] 50.0% 50.0%
Columbus City Center(2/ 50.0% 50.0%
Del Amo Fashion Center 75.0% 50.0%
The Falls{2 50.0% 50.0%
Gwinnett Placel3! 50.0% 50.0%
Hilltop Mali{2] 49.9% 439%
Lakeforest Mallf2] 50.0% 50.0%
Marley Station{2/ 50.0% 50.0%
Meadowood Mallf2] 50.0% 50.0%
Stoneridge Mallf2] 49.9% 49.9%
Town Center at Cobbf3! 50.0% 50.0%
The Mall at Tuttle Crossing/2! 50.0% 50.0%
Vaughan Mills 50.0% 50.0%

[1] Percentages are subject to change based upon project scope and required

coniributions
[2] GM Portfolio properties acquired in October 2004
[3] Cadillac Fairview portfolio acquired in May 2003

AGREEMENTS

We are committed to providing additional equity to certain of our joint ventures
under development pursuant to the relevant joint venture agreements and we
guarantee certain joint venture partners’ preference returns and the repayment
of construction debt. Guarantees generally remain in effect until certain debt
service coverage tests are met or a permanent loan is obtained, which generally
occurs within two to four years after a property’s grand opening. We would be
liable under the guarantees if the proceeds are insufficient to fund preference
payments, the project’s construction is not completed or the construction loan
is not refinanced at or before maturity. Most of our joint venture agreements
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with KanAm contain provisions whereby we or KanAm can require the purchase
or sale of KanAm’s ownership interests.

The following summarizes certain significant joint venture agreement provisions
and activities:

Meadowlands Xanadu

Meadowlands Xanadu is being developed on the site of the Continental Arena
in New Jersey pursuant to an agreement with the New Jersey Sports and
Exposition Authority, or the NJSEA. It is being developed through a joint venture
between Meadowlands Mills Limited Partnership, or Meadowlands Mills, and
affiliates of Mack-Cali Realty Corporation, or Mack-Cali. Meadowlands Mills is
obligated to contribute capital up to a maximum 40% of net project costs while
Mack-Cali is obligated to contribute capital up to a maximum $32.5 million.
Commencing on the sixth anniversary of opening, the agreement provides that
either party may put their interest in the partnership to the other for a price
based on the fair value of the project at that time.

Meadowlands Mills is a partnership between us and KanAm. In October 2004, an
entity owned by Meadowlands Mills acquired a 587-acre tract of land adjacent
to the Continental Arena site, or the Empire Tract. In connection with the
redevelopment agreement with NJSEA, we conveyed the Empire Tract to a
non-profit conservation trust in exchange for a payment or credit of $26.8 mil-
lion granted by the NJSEA. As of December 31, 2004, we had invested
approximately $109.3 million in Meadowlands Mills and KanAm had invested
$210.2 miltion.

Pittsburgh Mills

Pittsburgh Mills is expected to open during the summer of 2005 and is being
developed by Pittsburgh Mills Limited Partnership, a joint venture between
Mills-KanAm Pittsburgh Limited Partnership (“Mills-KanAm Pittsburgh”) and
AV Associates Limited Partnership. Mills-KanAm Pittsburgh, through which we
own our interest in the Pittsburgh Mills project, is a joint venture with KanAm.
For one to three years following the opening of the project, AV Associates may
elect to convert a portion of its interest in the partnership to, at our option, cash
or units of Mills LP. Commencing on the fifth anniversary of the project’s open-
ing, AV Assaciates may put, and we may call, all of AV Associates’ remaining
partnership interest for a purchase price based on the fair market value of the
property and paid, at our option, in cash or units of Mills LP. As of December 31,
2004, we and KanAm had each invested $57.8 million.

Vaughan Mills

We and lvanhoe Cambridge each own an undivided 50% interest, as tenants

in common, in Vaughan Mills, which opened in November 2004. At any time
following the fourth anniversary of the opening of the project, either party may
exercise a buy-sell provision pursuant to which the offering party can require
that the other party either purchase for cash the offering party’s entire interest in
the project or sell to the offering party the interest of the other party.

SALE OR CONVEYANCE OF PARTNERSHIP INTERESTS

In December 2004, we sold a 50% joint venture interest in Del Amo Fashion
Center for $221.8 million, including $158.0 million of the venture's debt. We
recognized no material gain or loss on the sale. We included it in our consoli-
dated results of operations from its date of acquisition in June 2003 through the
date the interest was sold and have since accounted for it on the equity method
as an unconsolidated joint venture.

Also in December 2004, we sold a 50% joint venture interest in a parcel of land
adjacent to the Del Amo Fashion Center for $22.8 million in cash and recog-
nized a $15.3 million gain.

In August 2004, we and KanAm sold a 50% joint venture interest in Ontario
Mills for $170.3 million. The joint venture interest sold consisted of KanAm's
entire interest and a portion of the interest held by us. We received proceeds
of $50.7 million and recognized a gain of $39.6 million on our portion of the
sale. Ontario Mills was an unconsolidated joint venture through March 31,
2004; was consolidated under FIN 46 from April 1, 2004, through August 27,
2004, and has since been accounted for on the equity method as an uncon-
solidated joint venture.

In June 2004, we recorded a gain of $8.5 million from our August 2003 con-
veyance to KanAm of an additional 6.375% partnership interest in each of the
Arundel Mills, Concord Mills and Grapevine Mills centers for proceeds of
$28.1 million. Due to our continuing involvement in the joint ventures, we were
precluded from recognizing the transactions as sales until June 2004 when
the underlying joint venture agreements were amended to remove the terms
comprising the continuing involvement.

In March 2004, we conveyed an approximately 50% joint venture interest in
Opry Mills to KanAm Grund Kapitalanlagegesellshaft mbH (“KanAm Grund”)
for $68.9 million and a gain of $35.9 million was recognized. KanAm Grund is
an affiliate of KanAm, a German syndicator of real estate funds with whom

we have had a long standing relationship. In connection with this transaction,
we terminated a swap agreement and recorded a $5.3 million charge against
the gain. Opry Mills was an unconsolidated joint venture through June 2002
when we acquired our then partner’s remaining interest. It was a wholly owned
entity from June 2002 through March 23, 2004, and has since been accounted
for as a consolidated joint venture.

In December 2003, we conveyed a 50% joint venture interest in the Great Mall
of the Bay Area to KanAm Grund for $47.2 million and recognized a $0.7 million
gain. The Great Mall of the Bay Area was consolidated as a wholly owned entity
from August 2003 through December 17, 2003; was accounted for as an
unconsolidated joint venture through March 31, 2004; and was consolidated
under FIN 46 effective March 31, 2004.

MINORITY INTEREST IN CONSOLIDATED JOINT VENTURES

Upon the adoption of FIN 46 we consolidated 15 joint venture properties which
were previously accounted for under equity method. One such property (Ontario
Mills) was deconsolidated subsequently as a result of the sale of equity
interests. We have since acquired our partner's interest in a second property
(Medrid Xanadu).

Our consolidated joint ventures are variable interest entities (“VIE”) for which
we have been determined to be the primary beneficiary. Pursuant to the transi-
tion provisions of FIN 46, we consolidated the assets and liabilities of these
entities on March 31, 2004, and the operating results beginning April 1, 2004.
The impact of the adoption at March 31, 2004, was to consolidate joint ventures
with total assets of $2,701.7 million and total liabilities of $1,932.7 million and

to record a cumulative effect adjustment to earnings of $42.1 million, net of
minority interest of $9.3 million, reflecting additional capitalized interest as if the
entities had been consolidated during their respective construction periods.

For the three months ended March 31, 2004 equity in the earnings of these
ventures amounted to $8.2 million.




Equity interests in these joint ventures not owned by us are classified as minority
interest in consolidated joint ventures in our consclidated financial statements.
Included in our net income is the attribution to us, as primary beneficiary, of
the effects of the elimination of interest and fees. For the period April 1, 2004
through December 31, 2004, such amount included development fees of
$39.6 million and interest income of $8.3 million. Distributions paid to or contri-
butions received from our consolidated joint ventures are reflected as minority
interest, net in our consolidated statement of cash flows.

Our consalidated operating property joint ventures are primarily financed
through third party mortgages collateralized by their respective operating prop-
erty. The creditors of such ventures do not have recourse to our general credit
except when we have provided a guaranty. At December 31, 2004, such mort-
gages aggregated $1.6 billion and are included in mortgages, notes and other
loans payable in our consolidated balances sheet. The carrying value of the
related collateral aggregated $2.1 billion and is classified in the net real estate
and development assets section of our consolidated balance sheet at
December 31, 2004.

UNCONSOLIDATED JOINT VENTURES

As of December 31, 2004, preference returns to the joint venture partners were
current and we had guaranteed repayment of $113.5 million of joint venture
debt and joint venture letters of credit of $5.8 million. We would be required to
guarantee an additional $5.6 million if the joint ventures borrow up to the total
construction loan commitments. We are also contingently liable for property
taxes and assessments levied against Ontario Mills Limited Partnership by the
City of Ontario Special Assessment District (“City”). The remaining aggregate
amount of the special tax assessment is $10.6 million and will be collected
through 2020 to fund debt service on bonds issued by the City.

Condensed combined financial statements of our unconsolidated joint
ventures follow:

CONDENSED COMBINED BALANCE SHEETS:

December 31, 2004 2003
(Restated)
Assets:

Net income producing property $2,379.2 $2,167.5
Construction in progress 1389 481.5
Cash and cash equivalents 457 119.2
Restricted cash 6.7 405
Accounts and notes receivable, net 74.1 135.2
Deferred costs, net 53.8 122.1
Other 68.7 103.7
Total assets $2,767.1 $3,169.7

Liabilities and Equity:
Debt $2,1626 $2,2049
Other liabilities* 132.1 246.6
Equity 472.4 718.2
Total liabilities and equity $2,767.1 $3,169.7

*Includes amounts due to Mills.

CONDENSED COMBINED RESULTS OF OPERATIONS:

Year Ended December 31, 2004 2003 2002
(Restated)  (Restated)
Revenue:
Minimum rent $142.7 $223.9 $181.4
Cther property revenue 102.2 1355 106.8
Total operating revenues 2449 3594 288.2
Expenses:
Property operating expenses” 87.3 117.1 826
Depreciation and amortization 64.3 109.8 94.5
Totat operating expenses 1516 2269 187.1
Operating income 933 132.5 101.1
Other income (expense):
Interest expense (77.0 (107.4) (82.5)
Foreign currency exchange gains, net - 19 -
Other income (expense), net 5.1 9.0 25.3
Net income $ 214 $ 36.0 $ 439
Mills equity in earnings $ 153 $ 346 $ 240

*Includes management and other fees.

Significant accounting policies used by our unconsolidated joint ventures are
consistent with ours.

Effective March 31, 2004, 15 previously unconsolidated joint ventures were
consolidated upon adoption of FIN 46. Also during 2004, we increased our
interests in unconsolidated joint ventures with the GM Portfolio purchase in
October 2004 and the sale of joint venture interests in Del Amo Fashion Center
in December 2004 and Ontario Mills in August 2004. In November 2004,
the Vaughan Mills which is owned by a joint venture, opened. During 2003,
operating unconsolidated joint ventures increased by five properties: (1) the
December 2003 conveyance of an interest in the Great Mall of the Bay Areg;
(2) and (3) the May 2003 acquisition of interests in Gwinnett Place and Town
Center at Cobb in connection with the Cadillac Fairview Portfolio acquisition;
(4) and (5) openings of the St. Louis Mills and Madrid Xanadu developments.

During 2004, the following financing transactions were completed on behalf
of our unconsolidated joint venture properties:

0 In December 2004, in connection with the sale of a partnership interest, the
Del Amo Fashion Center mortgage was refinanced. The new $316.0 million mort-
gage is interest-only through maturity and provides for an additional $134.0 million
in redevelopment financing. The stated maturity is January 2008 with two one-
year extension options. We have guaranteed $25.0 million of principal.

0 In March 2004, construction financing for Vaughan Mills, an unconsolidated
joint venture, was obtained from an affiliate of our partner in the project. The
construction loan has a total commitment of $157.8 million and a stated matu-
rity of March 2006 with a one-year extension option. The loan bears interest at
CDOR plus 2.25%. The CDOR margin is reduced as the project meets speci-
fied completion, occupancy and leasing requirements are met and debt
service coverage ratios are achieved. Our guaranty of 50% of the construction
borrowings is reduced when certain performance measures are achieved.

Advances to unconsolidated joint ventures were $19.6 million, $114.9 million
and $127.6 million as of December 31, 2004, 2003 and 2002, respectively. We
earned interest on such advances of $11.1 million, $8.2 million and $4.3 million
for the years ended December 31, 2004, 2003 and 2002, respectively.
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6. MORTGAGES, NOTES AND LOANS PAYABLE
Mortgages, notes and loans payable, consist of the following:

December 31,

WHOLLY OWNED PROPERTY DEBT:

Broward Mall ~ Interest is payable monthly and principal payments are due in March with $1.5 million due in 2005;
$2.0 million due annually from 2006 through 2008; and a balloon payment due in 2009. Mortgage was adjusted
to fair value in the allocation of purchase price resulting in an effective interest rate of 5.34%.

Cincinnati Mills/@/ - Principal is due December 2006; interest rate at LIBOR plus 2.00%. An interest rate swap fixes
interest at 5.88% through October 2006 on a notional amount of $57.0 million. Mills guarantees 75% of the balance,

Concord Mills Marketplace!®/ - Balloon payment is due in February 2014; interest rate is 5.76%.

Concord Mills Marketplace — Refinanced in January 2004

Del Amo Fashion Center — deconsolidated in December 2004 upon sale of partnership interest

Dover Mall, The Esplanade, Galleria at White Plains and Northpark Mall Cross Callateralized(@/ - Principal is due
February 2008, including two one-year extension options; interest rate is LIBOR plus 2.10%. The LIBOR floor is 1.75%
on a notional amount of $75.0. An interest rate swap fixes the interest rate at 4.17% on the remaining $245.0 million
through February 2005.

Franklin Mills/Liberty Plazaf®] - Balloon payment is due May 2007; blended interest rate is 7.67%

Madrid Xanadu/&] - Loan is denominated in Euros and has a total commitment of $240.5 million. Interest rate is
EURIBOR plus 1.55%. Principal is due May 2006 but may be extended under two one-year options subject to certain
conditions. Mills guarantees 2% of the balance, consolidated in 2004.

Potomac Mills/Gurnee Mills{6J - Balloon payment is due March 2011; interest rate is 7.46%.

The Shaps at Riverside Square - Interest is payable monthly through January 2005; principal and interest payments are
due thereafter based on 30 year amortization with a balloon payment due January 2013; interest rate is 5.77%.

Sawgrass Mills/6J— Balloon payment is due July 20086; interest rate is 7.18% per annum.

Sawgrass Mills{b] (mezzanine loan) - Ballcon payment is due in July 2006; interest rate is LIBOR plus 4.50%.

Westland Mall - Interest is payable monthly through February 2007; principal and interest payments are due thereafter
based on 30-year amortization with a balloon payment due February 2011; interest rate is 4.95%.

Net Leased Properties{3] - Principal maturity dates range from October 2010 to January 2023; weighted average interest
rate is 8.57%.

CONSOLIDATED JOINT VENTURE PROPERTY DEBT

Arundel MillsfaJ - Principal is due June 2010; interest rate is 4.61%. Provided certain conditions are met, an additional
$40.0 millien may be borrowed.

Arundel Marketplace/b/ - Balloon payment is due January 2014; interest rate is 5.92%.

The Block at Orangefa/ — Balloon payment is due January 2009. Through Aprit 2006 two interest rate swaps fix the rate
at6.67% and 5.69% on varying notional amounts which total the outstanding balance of the mortgage. From
May 2006 through the extended maturity an interest rate swap fixes the interest rate at 5.69% on a notional amount
of $135.0 million.

Colorado Millsf] - Principal is due November 2009, including two one-year extension options; interest rate is
LIBOR plus 1.78%.

Concord Mills{b/— Balloon payment is due December 2012; interest rate is 6.13%.

Discover Mills{a/ - Principal is due April 2007 and has a one-year extension option. On a notional amount of
$110.5 million of the $119.4 million mortgage loan, interest rate swaps fix the interest rate at 3.44% through
March 2005, 5.04% from April 2005 through March 2006, and 6.28% from April 2006 through maturity. On a
notional amount of $39.5 million of the $42.6 million mezzanine loan, interest rate swaps fix the interest rate at
4.69% through March 2005, 6.29% from April 2005 through March 2006, and 7.53% from April 2006 through
maturity. Mills guarantees 100% of the loan.

Grapevine Mills{®! - Balloon payment is due October 2008; interest rate is 6.47%

Grapevine Mills [167— Balloon payment is due November 2008; interest rate is 8.39%.

Great Mall of the Bay Arealé] - Principal is due September 2008; interest rate is 4.80%.

Katy Mills/a] - Principal is due January 2013; interest rate is 6.69%. Mills guarantees 10% of the balance.

2004 2003
$ 621 $ 644
122.0 58.4
14.3 -
- 17.8

- 287.0
3200 3200
1308 1329
239.5 -
3430 346.5
65.0 65.0
290.3 293.4
357 36.1
58.8 -
47.4 47.4
1870 -
123 -
1350 -
170.0 -
176.9 -
162.0 -
1513 -
14.1 -
175.0 -
148.0 -




December 31,

Opry Millsfa] - Principal is due October 2007, including two one-year extensions; interest rate is LIBOR plus 1.18%.
An interest rate swap fixes LIBOR at 2.50% on the balance through maturity fixing interest at 3.68%. Provided

certain terms and conditions are met, an additional $25.0 million may be borrowed.

St. Louis Millsfa] - Principal is due May 2006; interest rate is LIBOR plus 1.95%. Interest rate swaps fix the interest
rate at 4.36% and 4.15% on notional amounts of $55.0 million and $55.C million, respectively, through

October 2005 and 5.80% from November 2005 through April 2006 on a notional amount of $110.0 million.

Cther

OTHER:
Line of credit/a] - see description below
Term loan{d/ - see description below

{al Requires monthly interest only payments through maturity.

2004 2003
175.0 175.0
1311 -

80 134
252.0 227.0
200.0 35.0

$3,826.6 $2,119.3

[b] Monthly interest and principal payments based on a 30 year amortization schedule with a balloon payment due at maturity.

The weighted average interest rate on our debt was 5.38% and 5.59% at
December 31, 2004 and 2003, respectively. Of the total outstanding debt,
$2.5 billion and $1.1 billion was fixed rate at December 31, 2004 and 2003,
respectively. The revolving line of credit and term loan are our only unsecured
borrowings ($452.0 million at December 31, 2004). At December 31, 2004,
we had total recourse debt of $3.4 billion.

Certain mortgages, notes and loans payable agreements contain restrictive
covenants relating to the maintenance of specified financial performance ratios
such as minimum net worth, debt service coverage ratio, loan to value and
restriction on future dividend and distribution payments. As of December 31,
2004, we were in compliance with these covenants. We have reviewed the
restatement adjustments with our lenders and have received the required
waivers of certain representations and non-financial covenants that are affected
by the restatement adjustments described in Note 17. Contemporanecusly with
the filing of the Form 10-K, we satisfied all conditions contained in the waiver
agreement, and therefore the Facility continues to remain available and in full
force and effect.

Aggregate annual maturities at December 31, 2004 are as follows:

2005 $ 187
2006 708.6
2007 1,051.7
2009 669.1
2010 3739
Thereafter 1,004.6

$3,826.6

In December 2004, we refinanced our existing $500.0 million unsecured line
of credit and $200.0 million secured term loan with an unsecured $1.2 billion
credit facility (the “Facility”) which includes a revolving credit commitment of
$1.0 billion and a term loan of $200.0 million. Borrowings under the Facility
may be used to acquire or develop real property, make various permitted invest-
ments, repay indebtedness and fund other working capital needs. The ability to
draw on the line of credit is subject to the maintenance of certain financial ratios
as specified in the line of credit agreement. At our option, borrowings under the

Facility bear interest at LIBOR, EURIBOR or a base rate pius an applicable mar-
gin based on our leverage ratio. The margin on LIBOR rate loans varies between
0.85% and 1.45% (1.18% at December 31, 2004) and between 0.15% and 0.45%
on base rate loans (0.15% at December 31, 2004). A facility fee, based on our
leverage ratio and ranging from 20 to 25 base points on the aggregate loans
and unused commitments is also required. At December 31, 2004 the weighted
average interest rate on the aggregate outstanding borrowings was 5.4%. The
Facility is scheduled to expire in December 2007 and contains a one-year
extension option.

7. FINANCIAL INSTRUMENTS - DERIVATIVES AND HEDGING

In the normal course of business, we and our joint ventures are exposed to the
effect of interest rate changes. To limit this exposure, established risk manage-
ment palicies and procedures including the use of a variety of derivative financial
instruments to manage, or hedge, interest rate risk are followed. Derivative
instruments are not used for speculative purposes. Derivative instruments used
for hedging must be effective in reducing the interest rate risk exposure. Changes
in the hedging instrument’s fair value related to the effective portion of the risk
being hedged are included in accumulated other comprehensive income (loss).
Hedge effectiveness criteria also require that it be probable that the underlying
transaction occurs. Hedges that meet these criteria are formally designated as
cash flow hedges at the inception of the derivative contract. When the terms

of an underlying transaction are medified, or when the underlying hedged item
ceases to exist, the change in the fair value of the derivative instrument is
marked to market with the change included in net income in each period until
the derivative instrument matures. Any derivative instrument used for risk
management that becomes ineffective is marked to market through earnings.

Depending on the underlying exposure, interest rate swaps, caps and floors,
options, forwards or a combination thereof, may be used to manage interest rate
risk. Interest rate swaps and collars are contractual agreements with third par-
ties to exchange fixed and floating interest payments periodically without the
exchange of the underlying principal amounts (notional amounts). In the unlikely
event that a counterparty fails to meet the terms of an interest rate swap contract
or collar agreement, the exposure is timited to the interest rate differential on
the notional amount. We do not anticipate non-performance by any of our
counterparties. Net interest differentials to be paid or received under a swap
contract andfor collar agreement are accrued as interest expense as incurred
or earned.
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Interest rate hedges, designated as cash flow hedges, hedge the future cash
outflows on debt. Interest rate swaps that convert variable payments to fixed
payments, interest rate caps, floors, collars and forwards are cash flow hedges.
The unrealized gains or losses in the fair value of these hedges are reported on
the balance sheet and included in accounts payable and other liabilities or in
investment in unconsolidated joint ventures with a corresponding adjustment
to either accumulated other comprehensive income or earnings depending on
the hedging relationship. If the hedging transaction is a cash flow hedge, then
the offsetting gains/losses are reported in accumulated other comprehensive
income to the extent of the effective portion of the risk being hedged. Changes
in the fair value of the hedging instrument related to the effective portion of the
risk being hedged are included in accumulated other comprehensive income
(loss). Changes in fair value representing (1) the ineffectiveness of the hedging
relationship and (2) any other component of fair value not related to the risk
being hedged are recorded as interest expense through earnings. Changes in
fair value representing ineffectiveness of the hedging relationship are minimal
for all periods presented. Some derivative instruments are associated with the
hedge of an anticipated transaction. Over time, the unrealized gains/losses held
in accumulated other comprehensive income (loss) will be reclassified to earn-
ings consistent with when the hedged items are recognized in earnings. This
type of reclassification reduced net income by $5.6 million for the year ended
December 31, 2004.

As of December 31, 2004, we and our joint ventures were party to interest rate
swap agreements that hedge the impact of the variability of LIBOR on cash out-
flows. Under the agreements, we, or the joint venture, receive LIBOR and pay a
fixed rate. The following summarizes the current and deferred start swap terms
of the derivative instruments and provides a reconciliation of their fair values
and adjustments to accumulated other comprehensive (loss) income:

Wholly Owned Joint Ventures
Hedge Type Cash Flow Cash Flow
Description Swap Swap

$57.0-$245.0 million
2.07%-3.88%

$6.5-%$176.3 million
1.69%~5.35%

Range of notional amounts
Range of interest rate
Range of deferred effective
start dates -
Range of maturity dates 2/15/05-10/2/06
Accumulated other
comprehensive loss at

4/1/05-4/3/06
4/1/05-11/1/09

December 31, 2003 $(11.8) $(11.0)
Change in fair value 7.3 126
Accumulated

other comprehensive

(loss) income at

December 31, 2004 $ (4.5) $ 16

Within the next twelve months, we expect to recognize interest expense of

$1.7 million currently unrealized in accumulated other comprehensive loss
while our unconsolidated joint ventures expect to recognize $2.0 million, of which
our share is $(0.6) million. Other comprehensive loss, including our proportion-
ate share of our joint venture balances, at December 31, 2004 and 2003 was

$2.4 million and $14.7 million, respectively. Comprehensive income for the years
ended December 31, 2004, 2003 and 2002 was $244.4 million, $114.6 million
and $41.6 million, respectively.

8. FAIR VALUE OF FINANCIAL INSTRUMENTS

The following disclosures of estimated fair value of financial instruments were
determined by management, using available market information and appropri-
ate valuation methodologies. Cansiderable judgment is necessary to interpret
market data and develop estimated fair value. Accordingly, the estimates pre-
sented herein are not necessarily indicative of the amounts the Company could
realize on disposition of the financial instruments. The use of different market
assumptions and/or estimation methodologies could have a material effect on the
estimated fair value amounts.

Cash equivalents, restricted cash, accounts and notes receivable, accounts
payable and other liabilities are carried at amounts which reasonably approxi-
mate their fair values.

Fixed rate debt with an aggregate carrying value of $2,454.2 million and
$1,135.1 million had an estimated aggregate fair value of $2,495.8 million and
$1,210.4 million at December 31, 2004 and 2003, respectively. Estimated fair
value of fixed rate debt is based on interest rates currently available to us for
issuance of debt with similar terms, credit risk and remaining maturities. The
estimated fair value of our variable rate debt is estimated to be approximately
equal to its carrying vaiue of $1,372.4 million and $984.2 million at
December 31, 2004 and 2003, respectively.

Disclosure about fair value of financial instruments is based on pertinent infor-
mation available to management at December 31, 2004 and 2003. Although
management is not aware of any factors that would significantly affect the
reasonableness of the fair value amounts, such amounts have not been com-
prehensively revalued for purposes of these consolidated financial statements
since December 31, 2004, and current estimates of fair value may differ signifi-
cantly from the amounts presented herein.

9. LEASING ACTIVITIES

We have noncancellable tenant leases with remaining terms ranging from

one to 20 years which require payment of specified minimum rent amounts.

A majority of these leases also require the tenants to reimburse substantially all
of the operating expenses of the properties. Minimum rent commitments under
tenant leases at December 31, 2004, are as follows:

2005 $ 359.1
2006 3291
2007 307.0
2008 277.8
2009 2409
Thereafter 3885.6

$2,499.5

We are also subject to a noncancellable operating lease for our corporate head-
quarters in Arlington, VA which expires in April 2006 and requires minimum
payments of $3.7 million and $1.8 million for the years ending December 31,




2005 and 2006, respectively. Rent expense amounted to $4.3 million, $3.2 mil-
lion and $3.1 million for the years ended December 31, 2004, 2003 and
2002, respectively.

In 2004, we entered into an agreement to lease new headquarters space begin-
ning in Aprif 2006. The lease is noncancelfable with a term of 13 years. Minimum
annual payments under our new lease total $7.4 million, $9.2 million, $3.4 mil-
lion and $100.0 million for the years ending December 31, 2007, 2008, 2009
and thereafter, respectively.

Also in 2004, the ground lease with NJSEA for the Meadowlands Xanadu site
was signed. The 75 year lease term is expected to commence during mid-
2005. The lease requires a deposit of $160.0 million, $50.0 million of which
was placed in escrow when construction began in March 2005. On the third
anniversary of the lease term commencement, a one time payment of

$15.0 million is due. Beginning on the 16th anniversary of the lease term
commencement annual rent payments begin. The payments for years 16 to 75
of the lease term total $547.8 million.

10. SERIES A CUMULATIVE CONVERTIBLE PREFERRED STOCK

In October and November 2003, 750,000 shares of Series A Cumulative
Convertible Preferred Stock were converted into 3,153,368 shares of TMC
common stock. Series A dividends were accounted for as interest expense
due to the stock’s redemption features.

11. MINORITY INTEREST IN MILLS LP

TMC is the sole general partner of Mills LP and owned a 1.00% general partner
interest and an 85.12% limited partner interest as of December 31, 2004.
Minority interest in Mills LP is comprised of Mills LP common and preferred units
after eliminating TMC'’s ownership units. Common minarity interest is increased
and decreased, respectively, for income and distributions allocated to common
units not held by TMC. Periodically, TMC raises additional equity through the
issuance of common or preferred stock and contributes the proceeds to Mills LP

12. CAPITAL STOCK
The number of shares authorized and outstanding was as follows:

Common stock, $0.01 par value
Non voting common stock, $0.01 par value
Preferred stock:
Series A Cumulative Convertible, $0.01 par value
Series B Cumulative Redeemable, $0.01 par value
Series C Cumulative Redeemable, $0.01 par value
Series D Cumulative Redeemable, $0.01 par value
Series E Cumulative Redeemable, $0.01 par value
Series F Convertible Cumulative Redeemable, $0.01 par value
Undesignated

for an equivalent number of common or preferred units. In the event of other
changes in common equity, an adjustment to minority interest in Mills LP and
stockholders’ equity is recorded to reflect TMC's increased or decreased owner-
ship in Mills LP.

At December 31, 2004 and 2003, there were 8,967,494 and 13,464,161 com-
mon limited partnership units of Mills LP, representing ownership of 13.88%
and 21.12%, respectively, not held by TMC. If initiated by the unitholder these
units are exchangeable in specified circumstances for either, at our option,
shares of TMC common stock on a one for one basis or the cash equivalent.
This exchange right has not been considered in TMC's computation of per
share data, as it does not have a dilutive effect.

In March 2003, Mills LP sold 400,000 of 8.75% Series D Cumulative
Redeemable Preferred Units in a private placement to two investors at a pur-
chase price of $25.00 per unit. The net proceeds of $10.0 million were used
to reduce borrowings under our line of credit. Series D preferred units are
exchangeable for TMC's Series D Cumulative Redeemable Preferred Stock on
a one-for-one basis at any time after a registration statement covering the
Series D preferred shares is declared effective by the Securities and Exchange
Commission. Distributions on Series D preferred units are payable quarterly in
arrears at 8.75% of the liguidation preference of $25.00 per unit. On or after
March 26, 2008, Series D preferred units and Series D preferred stock may be
redeemed by Mills LP or TMC, as appropriate, at $25.00 per unit or share, as
applicable. Holders of Series D preferred stock, if any shares are outstanding,
will have limited voting rights if dividends are not paid for six or more quarterly
periods and in certain events. Series D preferred units are included in minority
interest on the consolidated balance sheet at a value of $25 per share plus
accrued dividends, if any. Dividends paid or accrued are included in minority
interest on the consolidated statements of income.

In June 2004, Mills LP issued 170,482 common partnership units to purchase
a parcel of land with a $7.5 million agreed value.

December 31, 2004 December 31, 2003

Authorized Outstanding Authorized Cutstanding
(Shares in thousands) )
100,000 55,654 100,000 50,298
50,000 - 50,000 -
- - 750 -
4,300 4,300 4,300 4,300
3,500 3,500 3,500 3,500
400 - 400 -
8,545 8,545 8,545 8,545
316 316 - -
2,939 - 3,255 -
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SERIES B AND C CUMULATIVE REDEEMABLE PREFERRED STOCK

In October and December 2002, TMC sold a total of 4,300,000 shares of 9%
Series B Cumulative Redeemable Preferred Stock and 3,400,000 of 9% Series
C Cumulative Redeemable Preferred Stock, both with a par vatue of $0.01 per
share, for $25.00 per share in an underwritten public offering. In January 2003,
an additional 100,000 shares of Series C preferred stock were sold in a public
offering at an initial price of $25.23 per share. The aggregate net proceeds of
$187.9 million and were contributed to Mills LP in exchange for preferred units
which have economic terms substantially identical to the Series B and C pre-
ferred stock. Net proceeds from the Series B preferred stock sale were used

to reduce borrowings under our line of credit, to fund development efforts and
as working capital. Net proceeds from the Series C preferred stock were used
to fund acquisitions in 2003. Dividends on the Series B and Series C preferred
stock are payable quarterly at 9% of the liquidation preference of $25.00 per
share. Holders of the stock will have limited voting rights only if dividends are
not paid for six or more quarterly periods.

SERIES E CUMULATIVE REDEEMABLE PREFERRED STOCK

In May 2003, TMC sold a total of 6,440,000 shares of 8.75% Series E Cumulative
Redeemable Preferred Stock, par value $0.01 per share, for $25.00 per share
in an underwritten public offering. In October and November 2003, TMC sold
an additional 2,105,000 shares of Series E preferred stock for $26.24 per share
in two public offerings. The aggregate net proceeds of $210.5 million were
contributed to Mills LP in exchange for preferred units having economic terms
substantially identical to the Series E preferred stock. The net proceeds were
used to reduce our line of credit and certain other indebtedness. Dividends on
the Series E preferred stock are payable quarterly at 8 75% of the liquidation
preference of $25.00 per share. On or after May 5, 2008, the Series E preferred
stock may be redeemed by TMC at $25.00 per share. Holders of the Series £
preferred stock will have limited voting rights if dividends are not paid for six or
mare quarterly periods and in certain other events.

SERIES F CUMULATIVE REDEEMABLE PREFERRED STOCK

In August 2004, TMC sold 316,250 shares of 6.75% Series F Convertible
Cumulative Redeemable Preferred Stock, par value $0.01 per share and a liqui-
dation preference of $1,000 per share, in an offering made under Rule 144A of
the Securities Act to qualified institutional buyers. Net proceeds of $306.2 mil-
lion were contributed to Mills LP in exchange for preferred units with economic
terms substantially identical to the Series F preferred stock. The net proceeds
were used to reduce borrowings under our line of credit. Each share of Series F
preferred stock is convertible into 16.6529 shares of TMC common stock, sub-
ject to specified adjustments,, if the closing sale price of TMC common stock
reaches, or the trading price of Series F preferred stock falls below specified
thresholds or under certain other circumstances. On or after August 5, 2009,
the Series F preferred stock may be redeemed by us at its liquidation value only
if the closing price of TMC common stock has exceeded 130% of the conver-
sion price for at least 20 of 30 consecutive trading days immediately prior to
notice of redemption. Holders of the Series F preferred stock will have limited
vating rights if dividends are not paid for six or more quarterly periods and in
certain other events.

Pursuant to a registration rights agreement, we had agreed to use our reason-
able best efforts to cause a shelf registration statement with respect to the resale
of the Series F preferred stock and the TMC common stock issuable upon conver-
sion of such preferred stock to become effective within 180 days after the original
issuance of the Series F preferred stock. To date, we have not filed the shelf regis-
tration statement, and, as such, we are required {o pay liquidated damages at a
rate of 0.25% per annum for the first 90 days and 0.50% per annum untit the
registration default is cured.

EARNINGS PER SHARE
The following table sets forth the computation of basic and diluted earnings per
common share:

Years Ended December 31, 2004 2003 2002
(Restated)  (Restated)

Numerator:

Net income $232.0 $115.1 $50.8
Less preferred stock dividends (43.9) (27.8) (2.6)
Adjustment to minority interest 04 0.2) 0.1

Numerator for basic earnings
per common share 188.5 87.1 48.1
Adjustment to minority interest 0.6 0.5 0.4

Numerator for diluted earnings
per common share $189.1 $ 876 $48.5

Denominator (shares in thousands):

Weighted average shares 53,480 45,149 35,726
Unvested restricted stock awards (425) (285) (235)

Denominator for basic earnings per share 53,055 44,864 35,491

Effect of dilutive securities
(employee stock options and
restricted stock awards) 1,024 921 864

Denominator for diluted earnings
per share 54,079 45,785 36,355

Basic earnings per common share $ 355 $ 194 $1.36

Diluted earnings per common share $ 3.50 $ 191 $1.34

Our Series F Convertible Cumulative Redeemable Preferred Stock and certain
stock options are excluded from the computation of basic and diluted earnings
per common share as their impact is anti-dilutive.

STOCK OPTION PLANS

Effective January 1, 2002, we adopted the fair value recognition provisions of
SFAS No. 123 “Accounting for Stock Based Compensation,” on a prospective
basis to all employee awards granted, modified or settled after the effective
date. Because our awards vest over periods ranging from three to ten years,
the cost related to stock based employee compensation is less than would have
been recognized had the fair value method been applied to all outstanding and



unvested awards in each period. The following presents the pro forma effect of
this on net income available to common stockholders.

Years Ended December 31, 2004 2003 2002
(Restated)  (Restated)

Net income as reported $232.0 $115.1 $50.8
Add stock based compensation expense

included in reported net income 8.6 7.9 36
Deduct stock based compensation

expense determined under fair value

based method for all awards (S.7) (8.2) 4.1)
Pro forma net income $231.9 $114.8 $50.3
Basic earnings per common share:

As reported $ 355 $ 194 $1.36

Pro forma $ 3.55 $ 194 $1.34
Diluted earnings per common share:

As reported $ 3.50 $ 191 $1.34

Pro forma $ 3.50 $ 191 $1.32

We had an Executive Equity Incentive Plan for the purpose of attracting and
retaining directors, executive officers and other key personnel. Pursuant to the

Plan, 4,500,000 shares of TMC common stock have been reserved for
issuance of stock options and restricted stock. Options and restricted stock are
issued at a price not less than 100% of fair market value at the date of grant,
options expire ten years from the date of grant and contain such other terms
and conditions (including, without limitation, conditions to vesting) as may be
determined by our Executive Compensation Committee. In 1999, we adopted a
hroad based 1999 Stock Option Plan for the purpose of advancing our company
interests. Pursuant to the plan, 2,500,000 shares of TMC common stock have
been reserved for issuance of stock options and restricted stock. Options and
restricted stock are issued at a price not less than 100% of fair market value at
the date of grant, options expire ten years from the date of grant and contain
such other terms and conditions (including, without limitation, conditions to
vesting) as may be determined by our Executive Compensation Committee.

We also have a 2004 Stock Incentive Plan (“Incentive Plan") for the purpose of
attracting and retaining highly qualified officers, directors, key employees, and
other key employees. Pursuant to the Incentive Plan, 6,000,000 shares of TMC
common stock have been reserved for issuance of common stock and common
partnership units. The aggregate number of shares of common stock and com-
mon partnership units that cumulatively may be available for issuance pursuant
to awards, other than options or SARs, cannot exceed 1,800,000. Options and
restricted stock are issued at a price not less than 100% of fair market value at
the date of grant, options expire ten years from the date of grant and contain
such other terms and conditions (including, without limitation, conditions to
vesting) as may be determined by our Executive Compensation Committee.

The following summarizes stock option activity and related information regarding our three equity compensation plans.

Years Ended December 31, 2004 2003 2002
Weighted Average Weighted Average Weighted Average
Options Exercise Price Options Exercise Price Options Exercise Price
(Shares in thousands)
Outstanding at beginning of year 1,794 $21.53 2,747 $20.90 ) 3,496 $20.79
Granted 6 47.03 3 34.05 2 26.14
Exercised (540) 20.35 (878) 19.85 (683) 20.43
Forfeited and expired - - (78) 18.43 (68) 18.15
Outstanding at end of year 1,260 $22.13 1,794 $21.53 2,747 $20.90
Exercisable at end of year 1,247 $21.98 1,573 $22.05 2,015 $21.66
Weighted average fair value of options
per share granted during the year $ 4.80 $ 0.81 $ 058

Exercise prices of options outstanding at December 31, 2004 ranged from
$17.31t0 $56.45. The weighted average remaining contractual life of options
outstanding at December 31, 2004 was 3.2 years.

The fair value for options was estimated at the date of grant using a Black-
Scholes option pricing model with the following assumptions:

Year £nded December 31, 2004 2003 2002
Risk free interest rate 4.8% 5.2% 53%
Dividend yield 8.3% 8.9% 9.2%
Volatility factor 24.6% 12.7% 10.8%
Life (years) . 4.2 4.4 5.4

The Black-Scholes option valuation model was developed for use in estimating
the fair value of traded options which have no vesting restrictions and are fully
transferable. n addition, option valuation models require the input of highly sub-
jective assumptions, including the expected stock price volatility. Because our
employee stock options have characteristics significantly different from those of
traded options, and because changes in the subjective input assumptions can
materially affect the fair value estimate, in management’s opinion, the existing
models do not necessarily provide a reliable single measure of the fair value of its
employee stock options. For purposes of pro forma disclosures and, subsequent
to January 1, 2002, for recording the fair value, the estimated fair value of the
options granted is amortized to expense over the options’ vesting period.
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RESTRICTED STOCK GRANTS
Under our equity plans, we grant restricted TMC stock to our directors, officers
and other key employees. Compensation expense related to grants is amortized
on a straight-line basis over the vesting period. Vesting periods for restricted
stock are determined by cur Executive Compensation Committee. As of
December 31, 2004, we hadigrants of 592,077 shares of non-vested restricted
stock outstanding pursuant to such plans, which shares vest 276,165 in 2005,
157,660 in 2006, 121,252 in 2007 and 37,000 in 2008.

The number and weighted average market value per share of restricted shares
granted during each year is as follows:

2004 2003 2002

Restricted shares granted during year 221,497 231,080 273,163
Weighted average market value

per share of restricted shares granted $43.46 $32.62 $27.85

An additional 29,737 shares.of TMC common stock would be issued and vest
only upon a change in control of TMC.

RESTRICTED STOCK UNITS

In connection with an employee inducement grant, we issued 110,000 restricted
stock units which vest in two equal installments in 2005 and 2006. Upon vesting,
the stock units are converted on a one-for-ong basis into shares of TMC com-
mon stock and issued to the-employee.

13. COMMITMENTS AND CONTINGENCIES

We are subject to the risks inherent in the ownership and operation of commer-
cial real estate. These risks include, among others, those normally associated
with changes in the general economic climate, trends in the retail industry,
including creditworthiness of retailers, competition for retailers, changes in tax
laws, Interest rate levels, availability of financing and potential liability under
environmental and other laws. In addition, while we believe our projects under
construction and development will ultimately be completed, there can be

no assurance that they will actually be completed, either on schedule or on
budget, or, in the case of development, constructed or financed, or that they
will have any particular level of success or ultimate value.

During 2003, Hartz Mountain Industries, Inc., or Hartz, filed a lawsuit seeking
to enjoin the NJSEA from entering into a contract with us and Mack-Cali for the
redevelopment of the Continental Airlines Arena site. In May 2004, Hartz's
contention that the NJSEA lacks statutory authority to allow retail development
of its property was rejected, but the claim that the NJSEA has failed to produce
requested public records was remanded to the lower court for further review.
Hartz has requested the Supreme Court of New Jersey to review the decision.

Several other appeals filed by Hartz and other parties remain pending, as

does the lower court proceeding on Hartz’s request for public documents. In
March 2005, various public and environmental interest groups filed suit in the
U.S. District Court to challenge the fill permit issued by the U.S. Army Corps of
Engineers. We believe that our proposel and the planned project fully comply
with applicable laws, and intend to continue vigorous defense of our rights under
the executed redevelopment agreement. We do not believe the pending appeals
will have any material affect on the joint venture's ability to develop the project.

We are currently neither subject to any material litigation nor, to management's
knowledge, is any material litigation currently threatened against us, other than
routine litigation and administrative proceedings arising in the ordinary course
of business.

14. NON-CASH INVESTING AND FINANCING INFORMATION
The assets and liabilities of joint venture properties consolidated upon the adop-
tion of FIN 46 were as follows:

Net income producing properties $2,011.1
Construction in process 311.8
Cash 109.7
Restricted Cash 22.5
Accounts, notes and other receivables, net 111.0
Deferred costs and other assets, net 135.6
Mortgages, notes and loans payable (1,818.1)

Accounts payable and other liabilities

Net assets at date of consolidation

During 2004, Mills LP common units totaling 4.7 million were redeemed on a
one-far-one basis for shares of TMC common stock. In June 2004, Mills LP
issued 170,482 common units to purchase a parcel of land with a $7.5 million
agreed value.

15. SUBSEQUENT EVENTS

in January 2005, through a joint venture with lvanhoe Cambridge, we acquired
a 50% joint venture interest in St. Enoch Centre located in Glasgow, Scotland
for $257.2 million, excluding transaction costs. The transaction was financed
with a mortgage on the property of $358.7 million, of which our share was
$179.3 million, and cash. The interest only loan bears interest at 5.53% and
matures in April 2012,

In February 2005, the Pittsburgh Mills joint venture secured a construction
loan with a total commitment of $175.0 million. The interest only loan matures
in February 2008 and provides for two one-year extensions. The loan bears
interest at LIBOR plus 1.65% and is fully guaranteed by us. The LIBOR margin
and our guaranty are reduced as certain performance measures are achieved.




In March 2005, in connection with the $451.6 million acquisition of Southdale In March 2005, we refinanced the Sawgrass mezzanine mortgage loan with an
Center in Minneapolis, MN and Southridge Mall in Milwaukee, WI, we secured initial advance of $40.0 million that paid off the existing loan. The new loan has
two mortgage loans. The $186.6 million Southdale loan is interest only through a total commitment of $73.8 million. The interest rate on the initial advance of
maturity, bears interest at 5.18%, and matures in April 2010. The $124.0 million ~ $40.0 million is LIBOR plus 3.50%, while any additional proceeds bear interest
Southridge loan is interest only through maturity, bears interest at 5.23%, and at LIBOR plus 2.00%. The interest only loan matures in July 2006 and is fully

matures in April 2012. guaranteed by us.

16. UNAUDITED QUARTERLY RESULTS OF OPERATIONS
Our summarized resuits of operations by quarter for 2004 and 2003 were as follows:

Three Months Ended
2004: December 31 September 30 June 30 March 31
(Restated) (Restated) (Restated)
Operating revenues $213.7 $185.6 $186.2 $99.3
Income from continuing operations 54.1 62.3 29.3 442
Net income 54.1 62.3 29.3 86.3
Income from continuing operations per share:
Basic 0.72 0.97 0.38 0.67
Diluted 0.71 0.95 0.38 0.66
Net earnings per share:
Basic 0.72 0.97 0.38 1.48
Diluted 0.71 0.95 0.38 1.45
Weighted average common shares outstanding (in thousands):
Basic 54,721 54,079 53,489 50,384
Diluted 55,948 55,120 54,332 51,356
Three Months Ended,
2003: December 31 September 30 June 30 March 31
(Restated) (Restated) (Restated) (Restated)
Operating revenues $130.0 $105.4 $88.6 $76.8
Income from continuing operations 384 184 379 20.3
Net income 384 184 379 20.4
Income from continuing operations per share:
Basic 0.62 0.24 0.71 0.37
Diluted 0.61 0.24 0.70 0.36
Net earnings per share:
Basic 0.62 0.24 0.71 0.37
Diluted . 0.61 0.24 0.70 0.36
Weighted average comman shares outstanding:
Basic 48 221 44,094 43,562 43,173
Diluted 49,318 45,051 44,441 43,924

*Results of operations for the seven quarterly periods ended September 30, 2004, were restated for the matters discussed in Note 17. The impact of the restatement on the data pre-

sented above is summarized below.
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The quarterly impact of the restatement adjustments were as follows:

Three Moniths Ended,
2004:

(Dollars in millions, except per share data)
Increase (decrease) in income from continuing operations:
Equity in earnings
Capitalized interest
Other capitalized costs
Gain on sales of joint venture interests
Promotion funds
Other

Increase (decrease) in Mills LP income from continuing operations
Mills LP minority interest’s share of the restatement adjustments

Increase (decrease) in TMC net income from continuing operations

Increase (decrease) in diluted earnings per common share
from continuing operations:
Equity in earnings
Capitalized interest
Other capitalized costs
Gain on sales of joint venture interests
Promotion funds
Other

Increase (decrease) in diluted earnings per common share
from continuing operations

Three Months Ended,
2003:

(Dallars in miltions, except per share data)
Increase (decrease) in income from continuing operations:
Equity in earnings
Capitalized interest
Other capitalized costs
Gain on sales of joint venture interests
Promation funds
Other

Increase (decrease) in Mills.LP income from continuing operations
Mills LP minarity interest’s share of the restatement adjustments

increase (decrease) in TMC net income from continuing operations

Increase (decrease) in diluted earnings per common share
from continuing operations:
Equity in earnings
Capitalized interest
Other capitalized costs
Gain on sales of joint venture interests
Promotion funds
Other

Increase (decrease) in diluted earnings per common share
from continuing operations

Refer fo Note 17 for a description of the significant aspects of the restatement.

September 30 June 30 March 31
(Unaudited)
$ (1.8) $ 39 $ 29
1.4 1.5 0.2)
(0.2) (1.8) (1.7)
(2.2) 85 0.6
(0.4) (0.4) (0.3)
2.1 (0.5) 0.1
(1.1) 11.2 14
0.2 (2.0) 0.3)
$ (0.9 $ 9.2 $ 1.1
$(0.03) $0.06 $0.04
0.02 0.03 -
- (0.03) (0.02)
(0.03) 0.13 0.01
(0.01) (0.01) (0.01)
0.03 (0.0D) -
$(0.02) $0.17 $0.02
December 31 September 30 June 30 March 31
(Unaudited)
$ 02 $ 16 $ 36 $ 14
0.1) (0.9) (1.5) (1.4)
0.1 (1.1) - (0.4)
- (8.5) - -
0.1) (0.1) 0.1) (0.1)
0.8) (0.1) (1.4) -
(0.7) (9.1) 0.6 (0.5)
0.2 : 23 0.1 0.1
$ (0.5 $ (68) $ 05 $ 0.4
$ - $0.03 $0.06 $0.02
- (0.02) (0.03) (0.02)
- (0.02) - (0.0
- 0.14) - _
(0.02) . - (0.02) -
$(0.02) $(0.15) $0.01 $(0.01)




17. RESTATEMENT

We announced on February 16, 2005, that we would restate our audited
financial results for the fiscal years ended December 31, 2003 and 2002, and
our unaudited quarterly results for the first three quarters of 2004 to correct
our accounting treatment of various items to conform with Generally Accepted
Accounting Principles, or GAAP. The following describes the significant aspects
of the restatement.

0 Equity in earnings. We changed our method of computing our equity in the
earnings of our joint ventures and have applied the change retroactively to
the origination of our involvement in each of these joint ventures. Previously,
we used an estimate of our economic ownership in the joint venture based
on projected cash flows. The method reflected in the restatement allocates
income to equity participants based on the terms of the respective partner-
ship agreements upon an assumed liquidation of the joint venture at its
depreciated book value as of the end of the reporting period.

0 Capitalized interest. We changed our method for capitalizing the interest on
horrowings made to fund our development and other construction projects.
Previously, we capitalized interest using computed rates on excess proceeds
from refinancing various loans based on an incremental interest cost approach.
The amount we now capitalize is based on the stated interest rates, including
amortization of deferred financing costs. The calculation includes interest
costs that theoretically could have been avoided, based first on project spe-
cific borrowings then on an assumed repayment of our highest rate debt, had
the underlying development and construction activities not been undertaken.
Other capitalized costs. We changed our accounting for leasing and financ-
ing overhead to expense these costs as incurred to the extent of our partners’
interests in the underlying entities. We previously capitalized these costs and
expensed them as the related fees were recognized. We also corrected our
accounting for lease inducements to amortize them against revenue over the
life of the lease.
Gain on sale of joint venture interests. In the third quarter of 2003, we
reported a sale of partial interests in three joint ventures and recognized an
aggregate gain of $8.5 million. Due to our continuing involvement in the joint
ventures, SFAS 66 precluded us from recognizing the transactions as sales in
2003. In the restatement, we recorded the sales and related gains in the sec-
ond quarter of 2004 when the underlying joint venture agreements were
amended to remove the terms comprising the continuing involvement.
Promotion funds. Under our lease agreements, tenants are required to
fund costs associated with promoting the property. The restatement reflects
amounts received from tenants as “Recoveries from tenants” and the associ-
ated expenses are reflected as “Recoverable from tenants.” These amounts
had previously been presented on a net basis. Currently, revenues in excess
of expenses are deferred until the associated costs are incurred and promao-
tion costs are expensed as incurred.

(=1

[=]

=

U Other. In conjunction with the restatement, we also made adjustments to our
accounting for various other miscellaneous items, including (i) calculating
straight-line rent from the date the tenant takes control of the space, rather
than our previous practice of recognizing rent as of lease commencement
date; (ii) the correction of some purchase price adjustments; and (iii) restating
gains on residual land sales from joint ventures to expense capitalized interest
upon sale.

In addition, we have grossed up our income statement to no longer net certain
fees and the costs incurred to earn those fees.

The following summarizes the restatement adjustments made to the consoli-
dated statements of income. For periods prior to 2002 the restatements were
effectuated through a cumulative adjustment as of January 1, 2002, of

$17.1 million to TMC's accumulated deficit.

Years Ended December 31, 2003 2002
(Dallars in millions, except per share data)
Increase (decrease) in income from
continuing operations:
Equity in earnings $ 6.8 $ (6.5
Capitalized interest (39) (7.6)
Cther capitalized costs (1.4) (2.2)
Gain on sales of joint venture interests (8.5) -
Promotion funds (0.4) 0.5
Other (2.3) 0.4)
Decrease in Mills LP income from
continuing operations 9.7 (17.2)
Mills LP minority interest's share of the
restatement adjustments 2.5 54
Decrease in TMC net income from
continuing operations $ (7.2 $(11.8)
Increase (decrease) in diluted earnings per
common share from continuing operations:
Equity in earnings $0.10 $(0.12)
Capitalized interest (0.06) 0.14)
Other capitalized costs (0.02) (0.04)
Gain on sales of joint venture interests (0.14) -
Promation funds - (0.01)
Other (0.04) (0.01)
Decrease in diluted earmnings per common share
from continuing operations $(0.16) $(0.32)
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The following summarizes the impact of the restatement on the individual com-

ponents of our consolidated statements of income.

Years Ended December 31,

Property revenues
Minimum rent
Recoveries from tenants
Management fees
Other fee income

Total operating expenses
Property operating expenses
Recoverable from tenants
Other operating expenses
General and administrative expenses
Cost of fee income
Depreciation and amortization

Total operating expenses

Operating income
Interest expense
Other income, net

Income before joint venture operations and
minority interest in Mills LP
Sales of joint venture interests
Equity in earnings of unconsolidated joint ventures

Mills LP net income
Minority interest in Mills LP

TMC net income

[a] Equity in earnings

[b] Capitatized interest

[c] Other capitalized costs

[d] Gain on sale of joint venture interests
[e] Promotion funds

2003

$ (0.9
117
3.8

146

29.7

[f] Income statement gross-up of fees and costs to earn those fees

[g] Other

2002

$(0.6)fc!
7 .9lel
3.7

12 .8l

23.8

11.7(e11
_lg]
(0.4)&l
15.3lc.1]
(0.5)(c]
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CORPORATE INFORMATION
THE MILLS CORPORATION

Common Stock

The Mills Corporation common stock is traded
on the New York Stock Exchange under the
symbol “MLS.”

The Mills Corporation Stock Price and Dividend

Dividend
2004 High Low (per share)
First Quarter $53.28 $43.35  $.5650
Second Quarter $53.54 $38.48  $.5950
Third Quarter $52.60 $44.89  $.5950
Fourth Quarter $63.76 $52.00  $.59%0

Dividend
2003 High Low  (per share)
First Quarter $31.59 $2755  $.5475
Second Quarter $34.15 $31.38  $.8650
Third Quarter $39.35 $33.37  $.5650
Fourth Quarter $44.00 $39.58  $.5650

Corporate Information

Persons interested in financial or general
information about The Mills Corporation should
contact Investor Relfations: 877/396-0206.

News releases issued by The Mills Corporation are
available on the Internet at www.themills.com/media.
You may alsc obtain news from the Business Wire
website at www.BusinessWire.com. Search for The
Mills Corporation or our ticker symbol, MLS.

As of December 31, 2004, The Mills Corporation
had approximately 1,150 employees.

As of March 28, 2005, The Mills Corporation had
1,078 stockholders of record.

Corporate Headquarters
The Mills Corporation
1300 Wilson Boulevard
Arlington, VA 22209

Tel: 703/526-5000

Fax: 703/526-5111
Website: www.themills.com

Memberships
International Council of Shopping Centers
National Association of

Real Estate Investment Trusts, Inc.
Urban Land Institute

Transfer Agent

EquiServe Trust, N.A.

P.O. Box 43069

Providence RI 02940-3069
800/446-2617

Outside the U.S. 781/575-2000
Hearing Impaired 800/952-9245
www.equiserve.com

Legal Counsel

Hogan & Hartson, LLP
555 13th Street, NW
Washington, DC 20004

SEC Form 10-K

Additional copies of this Annual Report and the
Form 10-K are available from the Company or
through The Wall Street Journal Annual Reports
Service at 800/654-2582. You must give the ticker
symbol when ordering. Also, you can visit The Mills
Corporation website to obtain these documents at
www.themills.com/investors.

Independent Registered Public Accounting Firm
Ernst & Young LLP

8484 Westpark Drive

McLean, VA 22102

Dividend Reinvestment and

Share Purchase Plan

Shareholders may automatically reinvest their
dividends in additional common stock of The Mills
Corporation through the Dividend Reinvestment
Plan that also provides for purchase by voluntary
cash contributions. The Company pays for costs
and commissions associated with the plan.

For additional information, please contact:

The Milis Corporation

Dividend Reinvestment Plan
EquiServe Trust, N.A.

P.O. Box 43069

Pravidence, Rl 02940-3069
800/446-2617

Qutside the U.S. 781/575-2000
Hearing Impaired 800/852-9245
www.equiserve.com

Annual Meeting

The Company’s Annual Meeting of Shareholders
will be held at 10:00 am (EDT) on June 7, 2005
at the Hyatt Regency Crystal City, 2799 Jefferson
Davis Highway, Arlington, VA 22202.

Equal Opportunity Employer

The Mills Corporation is an equal opportunity
emplayer. We believe that the talents of dedicated
and diverse employees represent our most impor-
tant resource, and we realize that this philosophy is
essential to our continued growth and development.

© 2005 The Mills Corporation

Arizona Mills, Arundel Mills, Block 37, Briarwood
Mall, Broward Mall, Candlestick Mills, Cincinnati
Mills, Colorado Mills, Columbus City Center,
Concord Mills, Del Amo Fashion Center, Discover
Mills, Dover Commons, Dover Mall, Expanding
Retait Boundaries, Experience The Mills Effect,
FoodBrand, Franklin Mills, Georgia Walk of Fame,
Grapevine Mills, Great Mall, Gurnee Mills, Hilitop
Mall, Ice Zone, Katy Mills, Lakeforest Mall, Madrid
Xanadu, Mainstreet Retail, Marley Station,
Meadowlands Xanadu, Meadowood Mali, Mills
Global, Mills Music Café, Mills Music Makers, Mills
Music Mentors, MillsServices, MillsTV, Mills
Xanadu, Muggsy's Meadow, Northpark Mall,
Ontario Mills, Opry Mills, Outer Harbor Arundel
Mills, Perfect Picks, Pittsburgh Mills, Potomac Mills,
Sawgrass Mills, Shoppertainment, Shop Together
Eat Together Play Together, Southridge Mall,
Southdale Mall, SportsStreet, St. Enoch Centre,
St. Louis Mills, Stoneridge Shopping Center, The
Block, The Block at Orange, The Colonnade Outlets
at Sawgrass, The Esplanade, The Falls Shopping
Center, The Future is a Different Place,

The Galleria at White Plains, The Mall at Tuttle
Crossing, The Mills, The Mills Effect, The Next
Generation of Retailing, The Oasis, The Oasis

at Sawgrass Mills, The Piers 27-31, The Shops at
Riverside, There's Just More at The Mills, Vaughan
Mills, Westland Mall, Where Great Shopping Lives,
Where Style Starts, and their respective logos are
service marks of The Mills Corporation and

its affiliates.
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